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Maturity
Date
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2001
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2003
2004
2005
2006
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580,000

Interest
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3.40%
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3.60%
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$4,035,000 4.75% Term Bonds due August 1, 2021, Yield 5.03%
$4,870,000 5.00% Term Bonds due August 1, 2025, Yield 5.09%
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Rate
4.10%
4.20%
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4.40%
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4.70%
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4.60%
4.70%
4.75%
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NO DEALER, BROKER, SALESPERSON OR ANY OTHER PERSON HAS BEEN AUTHORIZED
TO GIVE ANY INFORMATION OR MAKE ANY REPRESENTATION IN CONNECTION WITH THE
OFFER OR SALE OF THE BONDS, OTHER THAN AS CONTAINED IN THIS OFFICIAL STATEMENT,
AND, IF GIVEN OR MADE, ANY SUCH INFORMATION OR REPRESENTATION MUST NOT BE
RELIED UPON AS HAVING BEEN AUTHORIZED BY THE COMMISSION, THE CITY OR THE
UNDERWRITER. THIS OFFICIAL STATEMENT DOES NOT CONSTITUTE AN OFFER OF ANY
SECURITIES OTHER THAN THOSE DESCRIBED ON THE COVER PAGE OR AN OFFER TO SELL OR
A SOLICITATION OF AN OFFER TO BUY NOR SHALL THERE BY ANY SALE OF THE BONDS BY
ANY PERSON IN ANY JURISDICTION IN WHICH IT IS UNLAWFUL TO MAKE SUCH OFFER,
SOLICITATION OR SALE. THE OFFICIAL STATEMENT IS NOT TO BE CONSTRUED AS A
CONTRACT WITH THE PURCHASERS OF THE BONDS.

Statements contained in this Official Statement which involve time estimates, forecasts or matters of
opinion, whether or not expressly so described herein, are intended solely as such and are not to be construed
as representations of fact. The information set forth herein has been furnished by the Agency; the City, or other
sources which are believe to be reliable, but is not guaranteed as to accuracy or completeness, and is not to be
construed as a representation by the Agency, the City or the Underwriter. The information and expressions of
opinion herein are subject to change without notice and neither the delivery of this Official Statement nor any
sale made hereunder shall, under any circumstances, create any implication that there has been no change in the
affairs of the Agency or the City since the date hereof.

This Official Statement is submitted in connection with the sale of securities referred to herein and may
not be reproduced or be used, as a whole or in part, for any other purpose.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITER MAY
OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE
OF THE BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME. THE
UNDERWRITER MAY OFFER AND SELL THE BONDS TO CERTAIN DEALERS AND DEALER BANKS
AND BANKS ACTING AS AGENT AND OTHERS AT PRICES LOWER THAN THE PUBLIC OFFERING
PRICES STATED ON THE COVER PAGE HEREOF AND SAID PUBLIC OFFERING PRICES MAY BE
CHANGED FROM TIME TO TIME BY THE UNDERWRITER.

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED, IN RELIANCE UPON AN EXEMPTION CONTAINED IN SUCH ACT. THE BONDS HAVE
NOT BEEN REGISTERED OR QUALIFIED UNDER THE SECURITIES LAWS OF ANY STATE.




TABLE OF CONTENTS

Page
INTRODUCTION . . ..o 1
The Bonds . ......ovvnniina s 1
The City, the Agency and the Authority .......... 1
Tax Allocation Financing . . ............oov - 2
Summaries of Documents . . ..............-c--- 2
Continuing Disclosure . ...............ccoooee 3
THE FINANCINGPLAN . ...........c.oiiineens 4
Advance Refunding of PriorBonds . . ............ 4
Additional Funding for the Casa Blanca
Redevelopment Project . . ............oo.h e 4
Estimated Sources and Usesof Funds ............ 5
THE BONDS ..ottt 6
Authority for Issuance .. ... 6
Descriptionof theBonds . .. .................-- 6
Redemption . ............ceoooomonnreansenns 6
Selectionof Bonds .. ....... ... i 8
Notice of Redemption ... ...................-- 8
Book-Entry Only System . ..................-- 8
Transfer and Exchangeof Bonds ............... 8
Debt Service Schedule .. ...... ... ... e 9
SECURITYFORTHEBONDS ...............cv- 10
Tax Allocation Financing . ................--. 10
Pledge and Allocation of Taxes . ..............- 10
Reserve ACCOUNE . .. .o vcvnnaveeemee s e 11
Additional Bonds . .......... ... 11
Bonds Not a Debt of the City of Riverside or the
State of California . ............... ... 12
Payment Pursuant to Municipal Bond Insurance
POHCY ..\ viieie s 13
RISKFACTORS ... it 16
Reduction in Taxable Value .................. 16
Reduction in InflationaryRate . ............... 16
Levy and Collection . ...................-v- 16
Legislation Effecting Redevelopment Agencies . ... 17
Bankruptcy and Foreclosure . ................. 17
Lossof Tax Exemption . . .........cocvonovno- 18
Seismic Considerations . . ............... .- 18
Book-Entry System . .. ... ... 18
Year 2000 Compliance . . ..........c.oevenens 18
THE AUTHORITY AND THE AGENCY ........... 22
Riverside Public Financing Authority ........... 22
The Redevelopment Agency of the
Cityof Riverside ....................... 22

CASA BLANCA REDEVELOPMENT PROJECT ....24
Background and Redevelopment Plan Limitation . . 24
Project Description .. ......... ... .ot 24

Page
Development Activities in the Casa
Blanca Redevelopment Project . ............. 24
TaxRate Overrides . ..........oevenomneneons 25
Tax-Sharing Agreements .. ...............---- 27
Historic Values .. ......coouimvnennomnmnennns 28
Assessment Appeals . ... ... 30
Projected Tax Increment Revenues .. ............. 31
LIMITATIONS ON TAX REVENUES AND
POSSIBLE SPENDING LIMITATIONS ............ 34
Property Tax Limitations - Article XIIIA and
Implementing Legislation .................- 34
Challenges to Article XIIIA .. ..............ovn 34
Appropriations Limitations: Article XIIIB of the
California Constitution . ................--- 35
Proposition 218 .. ... ... ... 35
Future Initiatives .. ... ... 35
Property Tax Collection Procedures . ............. 35
Business Inventory Replacement Revenue . ........ 37
Unitary Property ............coooeonnnneee 37
Limitation of Tax Revenues From Certain Increased
TaxRates . ... .o vvee v 37
Low and Moderate Income Housing . ............- 38
Redevelopment Plan Limitations on Tax
Increment Revenues . ..............cc-.onn 38
CONCLUDING INFORMATION . ................ 39
Certain Legal Matters . ..............cc.onne 39
RAtNGS .....oooovveneemmmne e 39
Underwritig . ... ..o cev i 39
Litigation . ... ... oo 39
TaxMatters . . ... o oviee e 40
Verification of Mathematical Computations . . . ... .. 41
MiSCellaneous . .. ... c.vvivrina s 41
Appendix A: General Information on the City
and ATE2 . . . . ..t A-1
Appendix B: Summary of Indenture . ... ... B-1
Appendix C: Audited Financial Statements for
Fiscal Year Ending June 30, 1998 . .. .. C-1
Appendix D: Report of Fiscal Consultant . ... D-1
Appendix E: Form of Legal Opinion . . . . . .. E-1
Appendix F: Specimen Municipal Bond
Insurance Policy . ............... F-1
Appendix G: Form of Continuing Disclosure
Certificate . .. ... ... G-1

Appendix H: Book Entry Only System . . .. . . H-1



CASA BLANCA REDEVELOPMENT PROJECT

CENTER 8T. '

CENTRAL AVE.

I\’{RLINOTON AVE. / / I
7, ¥
D

/
®0
\ MISSION OLVD.

‘Q¥ A37a34

°> OATE SER
< 0
w
< —t 1S X500V
O«
=>
e SSvd NOZOId
e
=
1S Avd %
y o >
3 3
5 8
- ¥ g
- SR
| 8 g
-] RO,
=k B g : L} e
r—] § E ? QY OO0M,
H ; 8 . H
% ; ,,‘ S GOV IO _l
;,‘g z :'

VAN BUREN BLVD:

[.] casa BLANCA PROJECT AREA



I 11 1 1
; 7 ]
o
: ) .
3 A ke AR
a 3 s
Ve :
| B .
B > 3
&5 [ind
: 34
, GUvA
NOLLVEOJU0D
; % m WYIHRON
30150 3A18
- , 20 M0
i ; .
1 I ]
[
|
. ees
m , i WIEETR aa
— A —
| i S "
| o
sl w
g B ’ ;
Id £ = ”. 5 st < [t ek At
: 10 300 AvAISH

V3IHV 123rodd VONV18 VSVYI




THIS PAGE INTENTIONALLY LEFT BLANK



$20,395,000
REDEVELOPMENT AGENCY OF THE CITY OF RIVERSIDE
TAX ALLOCATION BONDS, 1999 SERIES A
CASA BLANCA REDEVELOPMENT PROJECT

INTRODUCTION

The purpose of this Official Statement, which includes the cover page, Table of Contents and
Appendices hereto (the "Official Statement”), is to provide information about the sale of $20,395,000
aggregate principal amount of the Redevelopment Agency of the City of Riverside Casa Blanca
Redevelopment Project Tax Allocation Bonds, 1999 Series A (the "Bonds") to be issued by the
Redevelopment Agency of the City of Riverside (the "Agency").

The Bonds

The Bonds are being issued by the Agency pursuant to the California Community Redevelopment
Law, constituting Part 1, Division 24 (commencing with Section 33000) of the California Health and
Safety Code (the "Redevelopment Law") and an indenture by and between the Agency and U.S. Bank
Trust National Association, as trustee, dated as of April 1, 1999 (the "Indenture"), to finance and refinance
aportion of the Agency's redevelopment activities within the Agency's Casa Blanca Redevelopment Project
and for other purposes as more particularly described herein.

The Bonds are being issued for sale to the Riverside Public Financing Authority (the " Authority")
pursuant to the Marks-Roos Local Bond Pooling Act of 1985, constituting Article 4 of Chapter 5 of
Division 7 of Title 1 (commencing with Section 6584) of the California Government Code (the "Act").
The Bonds purchased by the Authority will be resold concurrently to the Underwriter. The proceeds of
the Bonds will be used (i) to refund the Agency's $12,530,000 outstanding principal amount of Tax
Allocation Bonds 1993 Series A (Casa Blanca Redevelopment Project) (the "Prior Bonds") (ii) to finance
redevelopment activities within the Casa Blanca Redevelopment Project (the "Redevelopment Project” or
"Project™), (iii) to comply with the debt service reserve account requirement, and (iv) to pay costs of
issuance relating to the Bonds.

The City, the Agency and the Authority

The City of Riverside (the "City") was incorporated in 1883 and operates under a charter adopted
in 1953, which provides for a council-manager form of government. The City is governed by a seven-
member City Council elected by districts with four-year staggered terms. The Mayor is elected at large
for a four-year term. Additionally, the positions of City Clerk, City Manager and City Attorney are filled
by appointments of the City Council. For more information regarding the City, see Appendix A, "General
Information on the City and Area.”

The Redevelopment Agency of the City of Riverside was created in 1967 pursuant to the
Redevelopment Law. The seven members of the City Council also serve as members of the Agency and
exercise all rights, power and duties and privileges of the Agency. The City adopted a redevelopment plan
(the "Casa Blanca Redevelopment Plan") establishing the Redevelopment Project on November 9, 1976
and amended the Casa Blanca Redevelopment Plan on April 24, 1990 and again on December 20, 1994.
The amendment adopted in 1990 increased the amount of tax increment revenues receivable by the Agency
and increased the maximum amount of bonded indebtedness which may be incurred with respect to the
Redevelopment Project. The amendment in 1994 conformed the redevelopment plan with the requirements
of AB1290. The Redevelopment Project consists of approximately 725 acres or approximately 1.5% of



the City. Approximately 46% of the portion of the Redevelopment Project is designated for commercial
or industrial uses with an assessed value of $118,428,205, while approximately 48% of the portion of the
Redevelopment Project is designated for residential uses with an assessed value of $69,029,349, and 6%
of the Project is vacant with an assessed value of $3,045,670. Assessed valuation of taxable property in
the Redevelopment Project in Fiscal Year 1998/99 is approximately $171,336,088 million greater than the
adjusted assessed valuation in the 1976/77 "base year”, which is $19 million. Tax increment revenues to
be received by the Agency in Fiscal Year 1998/99 available for debt service are estimated to be
$1,713,361. See "CASA BLANCA REDEVELOPMENT PROJECT" herein.

The Authority was formed pursuant to a Joint Exercise of Powers Agreement dated December 15,
1987, by and between the City and the Agency. See "THE AUTHORITY AND THE AGENCY -
Riverside Public Financing Authority" herein.

Tax Allocation Financing

Pursuant to the Redevelopment Law, a portion of all property tax revenues, including certain
reimbursements by the State of California (the "State"), collected by or for each taxing agency on any
increase in the taxable value of certain property within the Project over that shown on the assessment roll
for the base year of the Project may be pledged to the repayment of indebtedness incurred by the Agency
in connection with the Project redevelopment. Under the Indenture, the Agency has pledged a portion of
such tax increment revenues to the payment of the principal of, premium, if any, and interest on the
Bonds. See "SECURITY FOR THE BONDS" herein. Under various pass-through agreements, the
Agency is obligated to pay a portion of the tax increment revenues to other taxing jurisdictions. See
"CASA BLANCA REDEVELOPMENT PROJECT - Tax-Sharing Agreements" herein.

There follows in this Official Statement brief descriptions of the Bonds, the security for the Bonds,
the Agency, the Project and certain other information relevant to the issuance of the Bonds. All references
herein to the Indenture are qualified in their entirety by reference to the definitive form thereof and all
references to the Bonds are further qualified by references to the information with respect thereto contained
in the Indenture. Selected information regarding the City is included in Appendix A. A summary of the
Indenture is contained in Appendix B. The Agency's audited financial statements for the Fiscal Year
ended June 30, 1998, are included in Appendix C. The report of Rosenow Spevacek Group regarding Tax
Revenues is included in Appendix D. The proposed form of legal opinion for the Bonds is set forth in
Appendix E. A specimen municipal bond insurance policy is shown in Appendix F. All capitalized terms
used herein and not normally capitalized have the meanings assigned to them in the Indenture, unless
otherwise stated in this Official Statement. The information set forth herein and in the Appendices hereto
has been furnished by the Agency and includes information which has been obtained from other sources
which are believed to be reliable but is not guaranteed as to accuracy or completeness and is not to be
construed as a representation by the Underwriter.

Summaries of Documents

There follows in this Official Statement descriptions of the Bonds, the Indenture, the Municipal
Bond Insurance Policy, the Project Area and the Agency. The descriptions and summaries of documents
herein do not purport to be comprehensive or definitive, and reference is made to each such document for
the complete details of all terms and conditions. All statements herein are qualified in their entirety by
reference to each such documents which set forth the complete details on all terms and conditions.
Definitions of certain terms used herein are set forth in APPENDIX B - "SUMMARY OF INDENTURE -
Certain Definitions.” Copies of the Indenture are available for inspection during business hours at the
offices of the Trustee in Los Angeles, California and a the offices of the Agency in Riverside, California.



Continuing Disclosure

The Agency will covenant to provide annually certain financial information and operating data
relating to the Redevelopment Project by not later than April 1 of each year commencing April 1, 2000
and to provide the audited Financial Statements of the Agency for the fiscal year ending June 30, 1999 and
for each subsequent fiscal year when they are available (together, the "Annual Report”), and to provide
notices of the occurrence of certain other enumerate events. The Annual Report will be filed by the
Agency with each Nationally Recognized Municipal Securities Information Repository certified by the
Securities and Exchange Commission (the "Repositories") and a State repository, if any. The notices of
material events will be timely filed by the Agency with the Municipal Securities Rulemaking Board, the
Repositories and a State repository, if any. The specific nature of the information to be contained in the
Annual Report or the notices of material events and certain other terms of the continuing disclosure
obligation are summarized in " Appendix G - FORM OF CONTINUING DISCLOSURE CERTIFICATE.”



THE FINANCING PLAN

The Agency is selling the Bonds in order to refinance an outstanding bond issue of the Agency
relating to the Redevelopment Project, to provide new money for redevelopment activities in the Redevel-
opment Project, to establish a debt service reserve account and to pay the costs of issuing the Bonds.

Advance Refunding of Prior Bonds

A portion of the proceeds of the Bonds will be used, together with certain existing funds related
to the Prior Bonds (as defined below) to provide for the refunding and legal defeasance of the currently
outstanding $13,670,000 original principal amount Tax Allocation Refunding Bonds, 1993 Series A (Casa
Blanca Redevelopment Project) (the "Prior Bonds ") of which $12,530,000 remain outstanding.

Concurrently with the issuance of the Bonds, the Agency will enter into an Escrow Deposit and
Trust Agreement with U.S. Bank Trust National Association, as trustee for the Prior Bonds (the "Escrow
Agreement”). Amounts deposited under the Escrow Agreement will be invested solely in direct, non-
callable, general obligations of the United States Department of the Treasury, the principal of and interest
on which, together with any available cash to be held uninvested, will be verified by Grant Thorton LLP
(the "Verification Agent") to be sufficient to pay the principal of and interest and premium on the Prior
Bonds to and including the date of redemption thereof. As a result of the deposit and application of funds
as provided in the Escrow Agreement, the lien of the Prior Bonds on the Tax Revenues, assuming the
accuracy of the Verification Agent's computations, will be defeased and all obligations thereunder
discharged.

Additional Funding for the Casa Blanca Redevelopment Project

After paying costs of issuance and depositing funds under the Escrow Agreement as described
above, the remaining net proceeds of the Bonds will be deposited into the funds or accounts established
under the Indenture. $6,062,000 will be deposited to the Redevelopment Fund which will be held by the
Trustee for the purpose of financing various redevelopment activities relating to the Redevelopment Project
such as those described under the caption "CASA BLANCA REDEVELOPMENT PROJECT -
Development Activities in the Casa Blanca Redevelopment Project.” See "SUMMARY OF THE
INDENTURE" in Appendix B hereto.



Estimated Sources and Uses of Funds

The anticipated sources and uses of funds relating to the Bonds are as follows:

TABLE 1
REDEVELOPMENT AGENCY OF THE CITY OF RIVERSIDE
TAX ALLOCATION BONDS, 1999 SERIES A
(CASA BLANCA REDEVELOPMENT PROJECT)
Sources and Uses of Funds

Sources
Par Value of Bonds $ 20,395,000.00
Less: Underwriter's Discount (181,515.50)
Less: Original Issue Discount (316,983.65)
Total: $ 19,896,500.85
Uses
Refunding Escrow $ 13,050,199.40
Redevelopment Fund 6,062,000.00
Reserve Account”’ 343,878.13
Costs of Issuance® 440.423.32
Total: $ 19,896,500.85
¢)) Represents 25% of the Reserve Requirement.
) Includes the various costs of issuing the Bonds such as Bond Counsel fees, Fiscal Consultant and

Financial Advisor fees, printing and the Bond Insurance premium and premium for Reserve
Account Surety Bond representing 75% of the Reserve Requirement.



THE BONDS

Authority for Issuance

The Bonds have been authorized by, and are being issued pursuant to, the Indenture and in
accordance with the Redevelopment Law and other applicable laws and the Constitution of the State.

Description of the Bonds

The Bonds will be dated the date, will bear interest at the rates per annum and will mature on the
dates and in the amounts set forth on the cover page hereof. The Trustee will maintain at its corporate
trust office books for the registration, exchange and transfer of the Bonds.

Interest on the Bonds is payable semiannually on February 1 and August 1 of each year,
commencing on August 1, 1999 (individually, an "Interest Payment Date"). Interest on the Bonds will
be computed on the basis of a 360-day year composed of twelve 30-day months. The Bonds will be issued
and delivered in fully registered form, in the denomination of $5,000 and integral multiples thereof for
each maturity.

The Bonds will be payable by check of the Trustee mailed on the Interest Payment Date to the
registered owners of the Bonds as of the close of business on the 15th day of the month preceding each
Interest Payment Date or, upon the request of a registered owner of at least $1,000,000 in aggregate
principal amount of the Bonds, by wire transfer to an account in the United States designated in writing
by such owner not later than the record date. Principal and premium, if any, with respect to the Bonds
will be payable upon the surrender of the Bonds at the corporate trust office of the Trustee, in Los
Angeles, California. Each Bond will bear interest from the Interest Payment Date next preceding the date
of authentication thereof, unless (i) the Bond is authenticated prior to an Interest Payment Date and after
the close of business on the 15th day of the month preceding such Interest Payment Date, in which event
it shall bear interest from such Interest Payment Date, or (ii) the Bond is authenticated on or prior to
July 15, 1999, in which event it shall bear interest from its date; provided, however, that if, at the time
of authentication of any Bond, interest is in default, such Bond shall bear interest from the Interest
Payment Date to which interest has previously been paid or made available for payment.

The Bonds may be transferred or exchanged upon presentation and surrender at the principal
corporate trust office of the Trustee in Los Angeles, California, provided that the Trustee shall not be
required to register the transfer or exchange (i) of any Bond during the period established by the Trustee
for selection of Bonds for redemption or (ii) of any Bonds selected for redemption pursuant to the
Indenture. The Agency and the Trustee shall, under certain circumstances described in the Indenture,
replace Bonds which have been mutilated, lost, destroyed or stolen. The Agency may require payment
of a reasonable fee and of the expenses which may be incurred by the Agency and the Trustee for each new
Bond issued to replace a Bond which has been mutilated, lost, destroyed or stolen.

Redemption

Optional Redemption. Bonds due on and after August 1, 2009 are subject to redemption prior to
their respective stated maturities, at the option of the Agency, as a whole or in part, by such maturities
as the Agency shall designate on any date on or after August 1, 2008, at the respective redemption prices
set forth below, calculated as a percentage of the principal amount thereof to be redeemed, together with
accrued interest to the redemption date:



Redemption Dates Redemption Prices

August 1, 2008 through July 31, 2009 102%
August 1, 2009 through July 31, 2010 101
August 1, 2010 and thereafter 100

Mandatory Sinking Fund Redemption. Bonds maturing August 1, 2017 (the "2017 Term Bonds")
are subject to mandatory sinking fund redemption, in part by lot, on August I, 2015, and on each August
1 thereafter at a redemption price equal to the principal amount thereof to be redeemed, together with
accrued interest to the date fixed for redemption, without premium, in accordance with the following

schedule:

Bonds Maturing August 1, 2017

Year Principal
(August 1) Amount
2015 $ 815,000
2016 855,000
2017 (maturity) 895,000

Bonds maturing August 1, 2021 (the "2021 Term Bonds ") are subject to mandatory sinking fund
redemption, in part by lot, on August 1, 2018, and on each August 1 thereafter at a redemption price equal
to the principal amount thereof to be redeemed, together with accrued interest to the date fixed for
redemption, without premium, in accordance with the following schedule:

Bonds Maturing August 1, 2021

Year Principal
(August 1) Amount
2018 $ 940,000
2019 985,000
2020 1,030,000
2021 (maturity) 1,080,000

Bonds maturing August 1, 2025 (the "2025 Term Bonds") are subject to mandatory sinking fund
redemption, in part by lot, on August 1, 2022, and on each August 1 thereafter at a redemption price equal
to the principal amount thereof to be redeemed, together with accrued interest to the date fixed for
redemption, without premium, in accordance with the following schedule:

Bonds Maturing August 1, 2021

Year Principal
(August 1) Amount
2022 $ 1,130,000
2023 1,185,000
2024 1,245,000
2025 (maturity) 1,310,000

In the event that all or a portion of the principal of the Bonds are redeemed pursuant to the provisions for
optional redemption (see "THE BONDS - Redemption - Optional Redemption” above), the total amount
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of all future sinking fund payments on the Bonds shall be reduced by the aggregate principal amount of
the Bonds so redeemed, to be allocated by the Agency in a manner which, to the extent practicable, results
in approximately equal annual debt service on Bonds outstanding. In lieu of depositing cash with the
Trustee as a mandatory sinking fund payment, the Indenture permits the Agency to tender to the Trustee
for cancellation any amount of Bonds purchased by the Agency at a public or private sale, as the Agency
may determine. The par amount of any Bonds so purchased by the Agency and tendered to the Trustee
for cancellation at least 30 days prior to any redemption date shall be credited toward and shall reduce the
next mandatory sinking fund payments required to be made in the order in which they are required to be
made pursuant to the Indenture.

Selection of Bonds

For the purpose of selecting Bonds for redemption, the Trustee shall select Bonds to be redeemed
from all Bonds subject to redemption and not previously called for redemption, by lot, in a manner which
the Agency shall deem appropriate. That portion of Bonds so redeemed shall be in the principal amount
of $5,000 or any integral multiple thereof.

Notice of Redemption

Notice of redemption shall be given by the Trustee for and on behalf of the Agency, not less than
30 days prior to the redemption date by first class mail, to each of the owners of Bonds designated for
redemption at their respective addresses appearing on the registration books of the Trustee, the information
services (described in the Indenture), and the securities depositories (described in the Indenture). The
actual receipt of such notice of redemption shall not be a condition precedent to redemption and failure to
receive such notice or any defect therein shall not affect the validity of the proceedings for the redemption
of such Bonds or the cessation of the accrual of interest thereon on the redemption date. Such notice shall
state the redemption date and the redemption price, state the place or places of redemption, state the
CUSIP number of the Bonds to be redeemed, state the individual number of each Bond to be redeemed or
state that all Bonds between two stated numbers (both inclusive) or all of the Bonds outstanding are to be
redeemed, state that on the redemption date there will become due and payable on each Bond the
redemption price thereof and that from and after such date interest thereon shall cease to accrue, and
require that such Bonds be then surrendered, with a written instrument of transfer duly executed by the
owner thereof or by his attorney duly authorized in writing if payment is to be made to a person other than
the owner.

Book-Entry Only System

DTC will act as securities depository for the Bonds. The Bonds will be executed and delivered
as fully-registered securities registered in the name of Cede & Co. (DTC’s partnership nominee). One
fully-registered certificate will be issued for each maturity of the Bonds, each in the initial aggregate
principal amount of such maturity, and will be deposited with DTC. See " Appendix H - BOOK-ENTRY
ONLY SYSTEM."

Transfer and Exchange of Bonds

Any Replacement Bond may be transferred by the person in whose name it is registered, in person
or by his duly authorized attorney, upon surrender of such Replacement Bond for cancellation,
accompanied by delivery of an executed instrument of transfer in a form approved by the Trustee.
Replacement Bonds may be exchanged at the principal corporate trust office of the Trustee in Los Angeles,
California, for a like aggregate principal amount of Replacement Bonds of authorized denominations and
of the same maturity. The Trustee shall require the payment by the Bondowner requesting such exchange
of any tax or other governmental charge required to be paid with respect to such exchange. No transfers
or exchanges of Replacement Bonds shall be required to be made between the date which is 15 days before



selection of Replacement Bonds for redemption and the date of mailing notice of redemption or with
respect to a Replacement Bond after such Replacement Bond has been selected for redemption.

Debt Service Schedule

The table below provides a summary of the principal and interest payments due with respect to the
Bonds.

TABLE 2
REDEVELOPMENT AGENCY OF THE CITY OF RIVERSIDE
TAX ALLOCATION BONDS, 1999 SERIES A
(CASA BLANCA REDEVELOPMENT PROJECT)
Debt Service Schedule

Bond Year Ending
August 1 Principal Interest Total
1999 - $ 273,567.79 $§ 273,567.79
2000 $ 455,000.00 920,415.00 1,375,415.00
2001 470,000.00 904,945.00 1,374,945.00
2002 485,000.00 888,965.00 1,373,965.00
2003 500,000.00 872,475.00 1,372,475.00
2004 520,000.00 854,475.00 1,374,475.00
2005 540,000.00 835,235.00 1,375,235.00
2006 560,000.00 814,715.00 1,374,715.00
2007 580,000.00 792,875.00 1,372,875.00
2008 605,000.00 769,675.00 1,374,675.00
2009 630,000.00 744,870.00 1,374,870.00
2010 655,000.00 718,410.00 1,373,410.00
2011 685,000.00 690,245.00 1,375,245.00
2012 715,000.00 660,105.00 1,375,105.00
2013 745,000.00 627,930.00 1,372,930.00
2014 780,000.00 593,660.00 1,373,660.00
2015 815,000.00 557,000.00 1,372,000.00
2016 855,000.00 518,287.50 1,373,287.50
2017 895,000.00 477,675.00 1,372,675.00
2018 940,000.00 435,162.50 1,375,162.50
2019 985,000.00 390,512.50 1,375,512.50
2020 1,030,000.00 343,725.00 1,373,725.00
2021 1,080,000.00 294,800.00 1,374,800.00
2022 1,130,000.00 243,500.00 1,373,500.00
2023 1,185,000.00 187,000.00 1,372,000.00
2024 1,245,000.00 127,750.00 1,372,750.00
2025 1.310.000.00 65.500.00 1.375.500.00

e et

$20,395.000.00

$ 15,603,475.29

$ 35,998,475.29



SECURITY FOR THE BONDS

Tax Allocation Financing

The Redevelopment Law provides a means for financing redevelopment projects based upon an
allocation of taxes collected within a project area. The taxable valuation of a project area last equalized
prior to adoption of the redevelopment plan, or base roll, is established and, except for any period during
which the taxable valuation drops below the base year level and for certain exceptions described below,
the taxing agencies thereafter receive the taxes produced by the levy of the then current tax rate upon the
base roll. Taxes collected upon any increase in taxable valuation over the base roll (except such portion
generated by rates levied to pay bonded indebtedness approved by the voters on or after January 1, 1989,
for the acquisition or improvement of real property) are allocated to a redevelopment agency and may be
pledged by a redevelopment agency to the repayment of any indebtedness incurred in financing or
refinancing a redevelopment project. Tax Revenues consist of a portion of such taxes. See "Tax
Revenues," below.

Pledge and Allocation of Taxes

Under provisions of the California Constitution and the Redevelopment Law, taxes levied upon
taxable property in the Redevelopment Project each year by or for the benefit of the State, any city,
county, city and county or other public corporation ("taxing agencies") for Fiscal Years beginning after
the effective date of the ordinance approving the redevelopment plan for such Redevelopment Project (the
"Effective Date"), are divided as follows:

1. The portion equal to the amount of those taxes which would have been produced by the
current tax rate, applied to the assessed value of the taxable property in the Project as last
equalized prior to the Effective Date is paid (when collected) into the funds of those
respective taxing agencies as taxes by or for such taxing agencies;

2. Except as provided in subparagraph (3) below, that portion of such levied taxes each year
in excess of such amount is allocated to and when collected paid into a special fund of the
Agency, to the extent required to pay the principal of and interest on loans, moneys
advanced to, or indebtedness (whether funded, refunded, assumed or otherwise) incurred
by the Agency to finance or refinance, in whole or in part, (i) the Agency's redevelopment
activities within the Project, and (ii) under certain circumstances, publicly owned
improvements outside of the Project; and

3. That portion of the taxes identified in subparagraph (2) above that are attributable to a tax
rate levied by a taxing agency for the purpose of producing revenues in an amount
sufficient to make annual repayments of principal of, and the interest on, any bonded
indebtedness for the acquisition or improvement of real property approved by the voters
of the taxing agency on or after January 1, 1989, shall be allocated to, and when collected
shall be paid into, the fund of the taxing agency.

"Tax Revenues" means, for each Fiscal Year, all taxes (including all payments, reimbursements
and subventions, if any, specifically attributable to ad valorem taxes lost by reason of tax exemptions and
tax limitations to the Agency pursuant to the Redevelopment Law in connection with the Project (excluding
(a) amounts, if any, received by the Agency pursuant to Section 16111 of the Government Code and (b)
amounts, other than amounts required to pay principal or interest or other financing charges with respect
to bonds or Other Obligations issued to increase, improve or preserve the supply of low and moderate
income housing within or of benefit to the Project Area, amounts deposited by the Agency into the
Housing Fund established pursuant to Section 33334.3 of the Redevelopment Law. A significant portion
of the proceeds of the Prior Bonds were utilized to fund low and moderate income housing projects in

10



conformance with Section 33334.3 to the Redevelopment Law. See “Casa Blanca Redevelopment Project -
Housing Set-Aside.”

Pursuant to Section 33401(b) of the Redevelopment Law, a redevelopment agency may enter into
an agreement to pay tax increment revenues to any taxing agency that has territory located within a
redevelopment project in an amount which in the agency's determination is appropriate to alleviate any
financial burden or detriment caused by the redevelopment project. These agreements normally provide
for a pass-through of tax increment revenues directly to the affected taxing agency, and, therefore, are
commonly referred to as "tax-sharing agreements." In connection with the adoption of amendments to the
Casa Blanca Redevelopment Plan, a determination was made that the Project would have an adverse fiscal
impact on certain taxing agencies. In order to mitigate this impact, the Agency entered into several tax-
sharing agreements with taxing agencies pursuant to which the Agency agreed to pay a percentage of the
tax increment revenues derived from the Project to the taxing agencies. See "CASA BLANCA
REDEVELOPMENT PROJECT - Tax-Sharing Agreements" herein.

Tax Revenues derived from the Project will be pledged in their entirety to the payment of the
principal of, premium, if any, and interest on the Bonds and the reimbursement of the Insurer for amounts
drawn under the Debt Service Reserve Surety Bond, as defined below. The Agency has no power to levy
and collect property taxes, and any legislative property tax de-emphasis or provision of additional sources
of income to taxing agencies having the effect of reducing the property tax rate would, in all likelihood,
reduce the amount of Tax Revenues available to pay the principal of, interest on and premium, if any, on
the Bonds. Likewise, broadened property tax exemptions could have a similar effect. For a further
description of factors which may result in decreased tax increment revenues, see "RISK FACTORS"
herein.

Reserve Account

A Reserve Account will be established under the Indenture that is required to be funded from the
proceeds of the Bonds in the amount equal to the Reserve Requirement. On the date of issuance of the
Bonds the Reserve Requirement has been funded partially with proceeds of the Bonds in the amount of
$343,878.13 and the remaining portion will be funded with a debt service reserve surety bond provided
by the Bond Insurer in the amount of $1,594,125. All money in the Reserve Account shall be used and
withdrawn by the Trustee solely for the purpose of replenishing the Interest Account and the Principal
Account, in such order, in the event of any deficiency at any time in any of such accounts, or for the
purpose of paying the interest on or principal of the Bonds in the event that no other money of the Agency
is lawfully available therefor, or for the retirement of all the Bonds then outstanding. See Appendix B,
"SUMMARY OF THE INDENTURE" herein.

Additional Bonds

The Indenture provides that the Agency may at any time issue Additional Bonds payable from the
Tax Revenues and secured by a lien and charge upon the Tax Revenues equal to and on a parity with the
lien and charge securing the Bonds subject to the following requirements:

Tax Revenues based upon the assessed valuation of taxable property in the Project Area as shown
on the most recently equalized assessment roll preceding the date of the Agency’s adoption of the
Supplemental Indenture providing for the issuance of such Additional Bonds plus, at the option of the
Agency, the Additional Allowance shall be in an amount equal to at least one hundred twenty-five percent
(125%) of the Maximum Annual Debt Service on all then Outstanding Bonds and such Additional Bonds
and any unsubordinated loans, advances or indebtedness payable from Tax Revenues pursuant to the Law,
as evidenced by a Consultant’s Report. The definition of "Annual Debt Service” assumes that any Parity
Debt which bears a variable interest rate bears interest at a fixed rate equal to the greater of (i) the most
recently published Bond Buyer 25 Bond Revenue Index (or comparable index if no longer published) or
(i) the average variable rate of interest borne by such Parity Debt during the preceding thirty-six (36)
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months or, if no such variable rate Parity Debt is at the time outstanding, the highest interest rate borne
by variable rate debt for which the interest rate is computed by reference to an index comparable to that
to be utilized in determining the interest rate for such Parity Debt;

For purposes of calculating Tax Revenues, (i) a tax rate of $1.00 per $100 of assessed valuation
shall be assumed and (ii) assessed valuation will be reduced by the number of pending appeals times the
average reduction in assessment valuation granted upon assessment appeals within the Project Area for the
three most recent fiscal years. Additionally, the amount of Tax Revenues will be the amount received
in the most recent Fiscal Year (which may be the current Fiscal Year) for which records are available from
the County establishing the assessed valuations of property in the Project Area.

For the purposes of the issuance of Additional Bonds, Outstanding Bonds will not include any
Bonds the proceeds of which are deposited in an escrow fund held by the Trustee or an escrow agent,
provided that the Supplemental Indenture authorizing issuance of such Additional Bonds shall provide that:
(i) such proceeds shall be invested in Authorized Investments at a rate of interest which, together with
amounts made available by the Agency from bond proceeds or otherwise, is at least sufficient to pay annual
debt service on the foregoing Bonds; (ii) moneys may be transferred from said escrow fund only if Tax
Revenues for the then current Fiscal year shall be at least equal to 1.25 times Maximum Annual Debt
Service on all Outstanding Bonds less a principal amount of Bonds which is equal to moneys on deposit
in said escrow fund after each such transfer; and (iii) Additional Bonds shall be redeemed from moneys
remaining on deposit in said escrow fund at the expiration of a specified escrow period in such manner
as may be determined by the Agency.

In the event such Additional Bonds are to be issued solely for the purpose of refunding and retiring
any Outstanding Bonds, interest and principal payments on the Outstanding Bonds to be so refunded and
retired from the proceeds of such Additional Bonds being issued shall be excluded from the computation
of Maximum Annual Debt Service. Nothing contained in the Indenture is intended to limit the issuance
of any tax allocation bonds of the Agency payable from the Tax Revenues and secured by a lien and charge
on the Tax Revenues if, after the issuance and delivery of such tax allocation bonds, none of the Bonds
issued will be Outstanding nor shall anything contained in the Indenture prohibit the issuance of any tax
allocation bonds or other indebtedness by the Agency secured by a pledge of tax increment revenues
(including Tax Revenues) subordinate to the pledge of Tax Revenues securing the Bonds.

The term "Additional Allowance" means, as of the date of calculation, the amount of Tax
Revenues which, as shown in a consultant’s report, are estimated to be receivable by the Agency in the
next Fiscal Year as a result of increases in the assessed valuation of taxable property in the Project Area
due to either (i) construction which has been completed but has not yet been reflected on the tax roll, or
(ii) transfer of ownership or any other interest in real property, which is not then reflected on the tax rolls.
For purposes of this definition, the term "increases in the assessed valuation” means the amount by which
the assessed valuation of taxable property in the Project in the next Fiscal Year is estimated to exceed the
assessed valuation of taxable property in the Project in the then current Fiscal Year (as evidenced 1n a
written document from an appropriate official of the County) as of the date on which such calculation is
made.

The Agency may also issue bonds or enter into obligations payable from Tax Revenues which are
subordinate to the Bonds. See Appendix B, "SUMMARY OF THE INDENTURE".

Bonds Not a Debt of the City of Riverside or the State of California

The Bonds are special obligations of the Agency and as such are not a debt of the City, the State
or any of its political subdivisions. Neither the City, the State nor any of its political subdivisions is liable
for the payment thereof. In no event shall the Bonds be payable out of any funds or properties other than
those of the Agency as set forth in the Indenture. The Bonds do not constitute an indebtedness within the
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meaning of any constitutional or statutory debt limitation or restriction. Neither the members of the
Agency nor any persons executing the Bonds are liable personally on the Bonds.

Payment Pursuant to Municipal Bond Insurance Policy

Ambac Assurance has made a commitment to issue a municipal bond insurance policy (the
"Municipal Bond Insurance Policy") relating to the Bonds effective as of the date of issuance of the Bonds.
Under the terms of the Municipal Bond Insurance Policy. Ambac Assurance will pay to the United States
Trust Company of New York, in New York, New York or any successor thereto (the "Insurance Trustee")
that portion of the principal and interest on the Bonds which shall become Due for Payment but shall be
unpaid by reasons of Nonpayment by the Agency. Ambac Assurance will make such payments to the
Insurance Trustee on the later of the date on which such principal and interest becomes Due for Payment
or within one business day following the date on which Ambac Assurance shall have received notice of
Nonpayment from the Trustee/Paying Agent. The insurance will extend for the term of the Bonds and,
once issued, cannot be canceled by Ambac Assurance.

The Municipal Bond Insurance Policy will insure payment only on stated maturity dates and on
mandatory sinking fund installment dates, in the case of principal, and on stated dates for payment, in the
case of interest. If the Bonds become subject to mandatory redemption and insufficient funds are available
for Redemption of all outstanding Bonds, Ambac Assurance will remain obligated to pay principal of and
interest on outstanding Bonds on the originally scheduled interest and principal payment dates including
mandatory sinking fund redemption dates: In the event of any acceleration of the principal of the Bonds,
the insured payments will be made at such times and in such amounts as would have been made had there
not been an acceleration.

In the event the Trustee/Paying Agent has noticed that any payment of principal of or interest on
a Bond which has become Due for Payment and which is made to a Bondholder by or on behalf of the
Agency has been deemed a preferential transfer and theretofore recovered from its registered owner
pursuant to the United States Bankruptcy Code in accordance with a final, nonappealable order of a court
of competent jurisdiction, such registered owner will be entitled to payment from Ambac Assurance to the
extent of such recovery if sufficient funds are not otherwise available.

The Municipal Bond Insurance Policy does not insure any risk other than Nonpayment, as defined
in the Policy. Specifically, the Municipal Bond Insurance Policy does not cover:

1. payment on acceleration, as a result of a call for redemption (other than mandatory sinking
fund redemption) or as a result of any other advancement of maturity.

2. payment of any redemption, prepayment or acceleration premium.

3. nonpayment of principal or interest caused by the insolvency or negligence of any Trustee
or Paying Agent, if any.

If it becomes necessary to call upon the Municipal Bond Insurance Policy, payment of principal
requires surrender of Bonds to the Insurance Trustee together with an appropriate instrument of assignment
so as to permit ownership of such Bonds to be registered in the name of Ambac Assurance to the extent
of the payment under the Municipal Bond Insurance Policy. Payment of interest pursuant to the Municipal
Bond Insurance Policy requires proof of Bondholder entitlement to interest payments and an appropriate
assignment of the Bondholder’s right to payment to Ambac Assurance.

Upon payment of the insurance benefits, Ambac Assurance will become the owner of the Bond,

appurtenant, coupon, if any, or right to payment of principal or interest on such Bond and will be fully
subrogated to the surrendering Bondholder’s rights to payment.
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In the event that Ambac Assurance were to become insolvent, any claims arising under the Policy
would be excluded from coverage by the California Insurance Guaranty Association, established pursuant
to the laws of the State of California.

Ambac Assurance Corporation

Ambac Assurance Corporation ("Ambac Assurance”) is a Wisconsin-domiciled stock insurance
corporation regulated by the Office of the Commission of insurance of the State of Wisconsin and licensed
to do business in 50 states, the District of Columbia, the Territory of Guam and the Commonwealth of
Puerto Rico, with admitted assets of approximately $3,290,000,000 (unaudited) and statutory capital of
approximately $1,920,000,000 (unaudited) as of December 31, 1998. Statutory capital consists of Ambac
Assurance’s policyholders’ surplus and statutory contingency reserve. Standard & Poor’s Ratings
Services, a division of The McGraw-Hill Companies, Inc., Moody’s Investors Service and Fitch IBCA,
Inc. Have each assigned a triple-A financial strength rating to Ambac Assurance.

Ambac Assurance has obtained a ruling from the Internal Revenue Service to the effect that the
insuring of an obligation by Ambac Assurance will not affect the treatment for federal income tax purposes
of interest on such obligation and that insurance proceeds representing maturing interest paid by Ambac
Assurance under the policy provisions substantially identical to those contained in its municipal bond
insurance policy shall be treated for federal income tax purposes in the same manner as if such payments
were made by the issuer of the Bonds.

Ambac Assurance makes no representation regarding the Bonds or the advisability of investing in
the Bonds and makes no representation regarding, nor has it participated in the preparation of the Official
Statement other than the information supplied by Ambac Assurance and presented under the headings
"SECURITY FOR THE BONDS - Payments Pursuant to Municipal Insurance Policy” and " - Ambac
Assurance Corporation.”

Available Information

The parent company of Ambac Assurance, Ambac Financial Group, Inc. (the "Company"), is
subject to the information requirements of the Securities and Exchange Act of 1934, as amended (the
"Exchange Act"), and in accordance therewith files reports, proxy statements and other information with
the Securities and Exchange Commission (the "Commission”). Such reports, proxy statements and other
information may be inspected and copied at the public reference facilities maintained by the Commission
at 450 Fifth Street, N.W., Washington, D.C. 20549 and at the Commission’s regional offices at 7 World
Trade Center, New York, New York 10048 and Northwestern Atrium Center, 500 West Madison Street,
Suite 1400, Chicago, Illinois 60661. Copies of such material can be obtained from the public reference
section of the Commission at 450 Fifth Street, N.W., Washington, D.C. 20549 at prescribed rates. In
addition, the aforementioned material may also be inspected at the offices of the New York Stock
Exchange, Inc. (the "NYSE") at 20 Broad Street, New York, New York 10005. The Company’s
Common Stock is listed on the NYSE.

Copies of Ambac Assurance’s financial statements prepared in accordance with statutory
accounting standards are available from Ambac Assurance. The address of Ambac Assurance’s

administrative offices and its telephone number are One State Street Plaza, 17th Floor, New York, New
York 10004 and (212) 668-0340.

Incorporation of Certain Documents by Reference

The following documents filed by the Company with the Commission (File No. 1-10777) are
incorporated by reference in this Official Statement.
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1. The Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 1998

and filed on March 30, 1999;

2. The Company’s Current Report on Form 8-K dated March 24, 1999; and

3. The Company’s 1999 Proxy Statement dated March 30, 1999 and filed on March 30, 1999.
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RISK FACTORS

Reduction in Taxable Value

Tax increment revenues allocated to the Agency are determined by the amount of incremental
taxable value in the Project and the current rate or rates at which property in the Project is taxed. The
taxable value of property is based upon 100% of full cash value, which amount is not always equal to the
fair market value of the taxable property. The County Assessor's tax rate does not purport to be based
on fair market value. The reduction of taxable values of property in the Project caused by economic
factors beyond the Agency's control, such as a relocation out of the Project by one or more major property
owners, or the complete or partial destruction of such property caused by, among other eventualities, an
earthquake or other natural disaster, could cause a reduction in the tax increment revenues and
consequently Tax Revenues securing the Bonds. Such reduction of tax increment revenues could have an
adverse effect on the Agency’s ability to make timely payments of principal of and interest on the Bonds
secured by the Tax Revenues. See "CASA BLANCA REDEVELOPMENT PROJECT - Major Property
Owners" for a description of the major property taxpayers within the Project. Additionally, there may be
legal restrictions on the Agency's ability to receive tax increment revenues. See "LIMITATIONS ON
TAX REVENUES AND POSSIBLE SPENDING LIMITATIONS" herein.

Reduction in Inflationary Rate

As described in greater detail below, Article XIIIA of the California Constitution provides that the
full cash value base of real property used in determining taxable value may be adjusted from year to year
to reflect the inflationary rate, not to exceed a 2% increase for any given year, or may be reduced to reflect
a reduction in the consumer price index or comparable local data. Such measure is computed on a calendar
year basis. Because Article XIIIA limits inflationary assessed value adjustments to the lesser of the actual
inflationary rate or 2%, there have been years in which the assessed values were adjusted by actual
inflationary rates, which were less than 2%. The Agency is unable to predict if any adjustments to the
full cash value of real property within the Project Area, whether an increase or a reduction, will be
realized in the future. The Agency has projected Tax Revenues to be received by it based, among other
things, upon such 2% inflationary increases. Should the assessed value of real property not increase at
the allowed annual rate of 2%, the Agency's receipt of future Tax Revenues may be adversely affected.
See "LIMITATIONS ON TAX REVENUES AND POSSIBLE SPENDING LIMITATIONS" herein.

Levy and Collection

The Agency has no independent power to levy and collect property taxes. Any reduction in the
tax rate or the implementation of any constitutional or legislative property tax decrease could reduce the
tax increment revenues, and accordingly, could have an adverse impact on the ability of the Agency to
repay the Bonds secured by the Tax Revenues. Likewise, delinquencies in the payment of property taxes
could have an adverse effect on the Agency's ability to make timely debt service payments. The County
currently allocates to the Agency 100% of Tax Revenues without regard to delinquencies. However, there
1s no assurance that the County will continue to allocate Tax Revenues in this manner. To estimate the
tax increment revenues available to pay debt service on the Bonds, the Agency has made certain
assumptions with regard to the assessed valuation in the Project and future tax rates. The Agency believes
these assumptions to be reasonable, but to the extent that the assessed valuation and the tax rates are less
than the Agency's assumptions, the Tax Revenues available to pay debt service on the Bonds will, in all
likelihood, be less than those projected herein. See "CASA BLANCA REDEVELOPMENT PROJECT -
Historical and Estimated Tax Revenues" herein.
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Legislation Effecting Redevelopment Agencies

Educational Revenue Augmentation Fund. As part of the 1992/93 State Budget implementation
package, the California Legislature adopted S.B. 617 and S.B. 844, which provided for a contribution by
(or on behalf of) redevelopment agencies to the newly-created "Educational Revenue Augmentation Fund"
(the "Fund"). The Fund was established to provide financial assistance to school districts.

The 1993/94 State Budget and the implementing legislation provided for maintaining funding levels
for school districts by shifting revenues from other local governments, including redevelopment agencies.
The total amount to be contributed to the Fund by redevelopment agencies State-wide was approximately
$65 million in fiscal year 1993/94 and again in fiscal year 1994/95. The Agency’s total pro-rata share of
this amount was based on the net tax increment revenue (excluding amounts paid pursuant to tax sharing
agreements with other taxing entities) allocated to the Agency in fiscal year 1990/91. The Agency’s share
of the total 1994/95 State-wide contribution was approximately $472,000. The State Budgets for
subsequent fiscal years did not provide for further payments by redevelopment agencies. However the
legislature may adopt similar or other provisions in future years, the impact of which, if any, cannot be
determined.

Redevelopment Plan Limitations. The California Legislature enacted Assembly Bill 1290 effective
January 1, 1994, as amended by Senate Bill 732, effective January 1, 1995 (as amended, "AB 1290"),
which contains several significant changes in the Redevelopment Law. Certain of the changes affect the
times for incurrence and repayment of loans, advances and indebtedness of redevelopment agencies.
Additionally, Assembly Bill 1342 ("AB 1342") was recently adopted and permits the extension of certain
redevelopment Plan limitations for Redevelopment Plans adopted prior to 1994. As enacted, AB 1290 and
AB 1342 will not adversely impact the proceedings for the issuance of the Bonds or the payment of debt
service on the Bonds.

The Agency cannot predict what effect subsequent State legislation, if any, will have on the
Agency’s Tax Increment Revenues and, consequently, on its ability to timely pay principal and interest
on the Loans.

Bankruptcy and Foreclosure

On July 30, 1992, the United States Court of Appeals for the Ninth Circuit issued its opinion in
a bankruptcy case entitled In re Glasply Marine Industries. In that case, the court held that ad valorem
property taxes levied by Snohomish County in the State of Washington after the date that the property
owner filed a petition for bankruptcy were not entitled to priority over a secured creditor with a prior lien
on the property. Although the court upheld the priority of unpaid taxes imposed before the bankruptcy
petition, unpaid taxes imposed after the filing of the bankruptcy petition were declared to be
"administrative expenses” of the bankruptcy estate, payable after all secured creditors. As a result, the
secured creditor was able to foreclose on the property and retain all the proceeds of the sale except the
amount of the pre-petition taxes. According to the court’s ruling, as administrative expenses, post-petition
taxes would be paid, assuming that the debtor had sufficient assets to do so. In certain circumstances,
payment of such administrative expenses may be allowed to be deferred. Once the property is transferred
out to the bankruptcy estate (through foreclosure or otherwise), it would at that time become subject to
current ad valorem taxes.

Glasply is controlling precedent on bankruptcy courts in the State of California. The lien date for
property taxes in California is the March 1 preceding the fiscal year for which the taxes are levied.
Therefore, under Glasply, a bankruptcy petition filing would prevent a lien for property taxes levied in
subsequent fiscal years from attaching so long as the property was part of the estate in bankruptcy. To
the extent Glasply is applied to property owners within the Project Area who file for bankruptcy and whose
property taxes are a source of Tax Revenues for the Agency, the amount of Tax Revenues may be reduced.
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Any owner of property in the Project Area who had filed for bankruptcy at the time of the Glasply decision
may be subject to the Glasply precedent.

Loss of Tax Exemption

In order to maintain the exclusion from gross income for federal income tax purposes of the
interest on the Bonds, the Agency has covenanted in the Indenture to comply with each applicable
requirement of Section 103 and Sections 141 and 150 of the Internal Revenue Code of 1986, as amended.
The interest on the Bonds could become includable in gross income for purposes of federal income taxation
retroactive to the date of issuance of the Bonds as a result of acts or omissions of the Agency in violation
of this or other covenants in the Indenture. The Bonds are not subject to redemption or any increase in
interest rates should an event of taxability occur and will remain Outstanding until maturity or prior
redemption under one of the redemption provisions contained in the Indenture. See "TAX MATTERS"
herein.

Seismic Considerations

The City and the Project Area, like all other California communities, may be subject to
unpredictable seismic activity. There is no evidence that a ground surface rupture will occur in the event
of an earthquake, but there is significant potential for destructive ground-shaking during the occurrence
of a major seismic event. In addition, land susceptible to seismic activity may be subject to liquefaction
during the occurrence of such an event. In the event of a severe earthquake, there may be significant
damage to property and infrastructure in the City and the Project Area. As a result, a substantial portion
of the property owners may be unable or unwilling to pay their property taxes when due. In addition, the
value of land in the City and the Project Area could be diminished in the aftermath of such an earthquake,
reducing the resulting proceeds of foreclosure sales in the event of delinquencies in the payment of
property taxes.

Book-Entry System

Beneficial Owners of the Bonds may experience some delay in their receipt of distributions of
principal of, and interest on, the Bonds since distributions will be forwarded by the Trustee to DTC and
DTC will credit such distributions to the accounts of the DTC Participants which will thereafter credit
them to the accounts of the Beneficial Owners either directly or indirectly through indirect participants.
See "THE BONDS - Book-Entry Only System" herein. Issuance of the Bonds in book-entry form may
reduce the liquidity of the Bonds in the secondary trading market since investors may be unwilling to
purchase Bonds for which they cannot obtain physical certificates. In addition, since transactions in the
Bonds can be effected only through DTC, DTC Participants, indirect participants and certain banks, the
ability of a Beneficial Owner to pledge Bonds to persons or entities that do not participate in the DTC
system, or otherwise to take actions in respect of such Bonds, may be limited due to lack of a physical
certificate. Beneficial Owners will not be recognized by the Trustee as registered owners for purposes of
the Indenture, and Beneficial Owners will be permitted to exercise the rights of registered owners only
indirectly through DTC and the DTC Participants. See "THE BONDS - Book-Entry Only System" herein
and Appendix H hereto.

Year 2000 Compliance
City of Riverside

The following statements are based on current expectations. These statements are forward-looking
and actual results may differ materially.
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In early 1997, the City of Riverside ("Riverside") Information System Department conducted an
exhaustive survey of all Riverside’s computer hardware and software to determine if each complied with
the Year 2000 computer issue ("Year 2000 Issue"). The Year 2000 Issue arises because most computer
software programs allocate two digits to the date field for "Year" on the assumption that the first two digits
will be "19". Such programs will thus interpret the year 2000 as the year 1900, the year 2001 as the year
1901, etc. absent reprogramming or replacement. The Year 2000 Issue affects the hardware and software
for computer information technology systems and the embedded logic of computer chips in non-information
technology systems, such as meters, vehicles, transformers, switching gear and environmental systems.
The Year 2000 Issue could impact both the ability to enter data into computer programs, the ability of such
programs to correctly process data, and the ability to operate non-information technology systems.

As a result of the 1997 survey, it was determined that new hardware and software systems would
need to be purchased to replace the existing Finance and Humane Resources Systems. Implementation of
the new systems is scheduled to be complete in July, 1999. Implementation of a new Year 2000 compliant
Riverside Public Utilities Customer Information System, including billing, is scheduled to be complete in
October, 1999.

The Riverside City Council has allocated approximately $12 million to bring these three systems
into compliance with the Year 2000 Issue. Failure to bring these systems into compliance with the Year
2000 Issue could result in Riverside’s inability to make payments to employees and outside vendors, as
well as to collect payments from utility users. Riverside has no reason to believe that the target dates for
implementation of these systems will not be met.

Independent of the Information Systems Department survey and the Year 2000 Issue, it was
determined that Riverside’s traffic control and sewage treatment computer systems needed to be updated.
Riverside has completed procurement and installation of Year 2000 compliant software for the traffic
control system at a cost of approximately $75,000. Thus far, the City has expended approximately
$200,000 for upgrades to the sewage treatment system. It is anticipated that an additional three hundred
thousand dollars will be appropriated for these upgrades. In the event of failure of the traffic control
system or sewage treatment system such systems will be taken off of computer coordination and control
and replaced with local activation and manual operation, respectively.

Riverside expects to have contingency plans in place prior to the critical Year 2000 dates should
any of the above systems not be Year 2000 compliant. In addition, updates to the Riverside’s Year 2000
compliance efforts can be found at www.ci.riverside.ca.us on the World Wide Web.

Riverside’s Public Utility is replacing its Supervisory Control and Data Acquisition ("SCADA")
system that controls and monitors the Electric System and Water System, so that it will be Year 2000
compliant. Installation of the new Year 2000 compliant SCADA system is scheduled to be completed in
February, 1999. Riverside’s electric utility will be working with the California Independent System
Operator and California Power Exchange to ensure that all hardware and software interfaces with them
regarding transmission and generation are Year 2000 compliant.

Although Riverside’s Public Utility’s preliminary review of its systems for non-Year 2000
compliant embedded computer chips with date recognition features did not uncover any critical problems,
Riverside’s Public Utility plans to retain an outside consultant at a cost of $43,000 to exhaustively survey
its systems for such non-Year 2000 compliant embedded chips. This embedded chip survey is scheduled
to be completed in early 1999. Riverside’s Public Utility plans to replace any non-Year 2000 compliant
embedded chips which are mission critical to safe delivery of electricity and water to customers before
January 1, 2000.

In the event of failure of any of Riverside’s distribution operational and monitoring systems,
Riverside’s Public Utility plans to immediately switch to manual operations, and plans to staff adequate
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personnel accordingly for the critical Year 2000 dates. Riverside’s Public Utility expects to have formal
operational procedures for this contingency plan in place to address these issues. Failure of any
transmission systems outside of Riverside is beyond the control of Riverside, but in the event of such
failure, Riverside will attempt to access alternate transmission paths to the extent they are available.

Because of the unprecedented nature of the Year 2000 Issue, its effects and the success of the
above described remediation efforts will not be fully determinable until the year 2000 and thereafter.
Riverside cannot assure that it is or will be Year 200Q ready, that its remediation efforts will be successful
in whole or in part, or that third parties with whom Riverside does business will be Year 2000 ready.

Other Entities

For disclosure purposes, the City has received information from the County of Riverside the U.S.
Bank Trust National Association and the Depository Trust Company related to their respective responses
to the Year 2000 Issue. It should be noted that non-compliance with the Year 2000 Issue by any or all of
these entities could materially impact the City and this transactions.

County of Riverside

According to the information recently provided to Riverside by the County of Riverside
("County”), for several years County agencies and departments have been addressing Y2K compliance
issues and taking corrective action. The County expects all mission critical mainframe systems and
applications will have been fully corrected by April, 1999. The County costs for these modifications have
been expended through normal operating funds. The County Department of Information Technology has
developed a Y2K website (http:\\www.co.riverside.ca.us\y2k) to assist County agencies and departments
in managing their Y2K remediation projects. It is the County’s intention that all its operations function
properly through December 31, 1999 and thereafter.

Trustee

The following statement, dated January 13, 1999, was received from U.S. Bank. "... We are
working to address this very critical issue before the actual date change occurs in order to try to prevent
any customer disruptions.

U.S. Bancorp, the parent company of U.S. Bank, has financial, technical and staffing resources
dedicated to addressing the Year 2000. Our staff is working diligently to identify and analyze all Year
2000 issues, develop action plans, update hardware and software, and test and monitor systems until the
organization is ready for Year 2000. We are on schedule to meet our goal. We have completed the
renovation and simulated testing for the majority of our mission critical applications. We will use the
remainder of the 1999 to thoroughly test all applications both internally and externally."

For more information about U.S. Bancorp’s Year 2000 project, visit the Web site at
http:\\www.usbank.com.February 16, 1999.

Depository Trust Company ("DIC")

The following statement, dated September 30, 1998 was received from DTC. "DTC management
is aware that some computer applications, systems, and the like for processing data ("Systems") that are
dependent upon calendar dates, including dates before, on, and after January 1, 2000, may encounter
"YEAR 2000 problems.” DTC has informed its Participants and other members of the financial
community (the "Industry") that it has developed and is implementing a program so that its Systems, as
the same relate to the timely payment of distributions (including principal and income payments) to security
holders, book-entry deliveries, and settlement of trades within DTC ("DTC Services"), continue to
function appropriately. This program includes a technical assessment and a remediation plan, each of
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which is complete. Additionally, DTC’s plan includes a testing phase, which is expected to be completed
within appropriate time frames.

However, DTC’s ability to perform properly its services is also dependent upon the parties,
including, but not limited to issuers and their agents, as well as third party vendors from whom DTC
licenses software and hardware, and third party vendors on whom DTC relies for information or the
provision of services, including telecommunication and electrical utility service providers, among others.
DTC has informed the Industry that it is contracting (and will continue to contract) third party vendors
from whom DTC acquires services to: (i) impress upon them the importance of such services being Year
2000 compliant; and (ii) determine the extent of their efforts for year 2000 remediation (and, as
appropriate, testing) of their services. In addition, DTC is in the process of developing such contingency
plans as it deems appropriate.

According to DTC, the foregoing information with respect to DTC has been provided to the
Industry for information purposes only and is not intended to serve as a representation, warranty, or
contract modification of any kind."
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THE AUTHORITY AND THE AGENCY

Riverside Public Financing Authority

The Riverside Public Financing Authority is a joint powers authority, organized pursuant to a Joint
Exercise of Powers Agreement, dated as of December 15, 1987 (the "Joint Powers Agreement") by and
between the Agency and the City. The Joint Powers Agreement was entered into pursuant to the
provisions of the Act. The governing body of the Authority consists of the same individuals who comprise
the City Council of the City and the governing body of the Agency. The Authority was created for the
purpose of providing financing for public capital improvements for the City and the Agency through the
acquisition by the Authority of such public capital improvements and/or the purchase by the Authority of
local obligations within the meaning of the Act. Under the Act, the Authority has the power to purchase
and issue bonds to pay the cost of any public capital improvement.

The Redevelopment Agency of the City of Riverside

General. The Agency was established pursuant to the Redevelopment Law on November 14,
1967. The City Council declared itself to be the Agency and since that time members of the City Council
have served as both Council members and Agency members. Currently, the Agency is comprised of the
following members who serve four-year terms:

Name and Office Expiration of Term
Terri Thompson, Chair November 2001
Maureen Kane, Vice-Chairman November 2001
Joy Defenbaugh, Member November 1999
Chuck Beatty, Member November 1999
Ameal Moore, Member November 2001
Alex Clifford, Member November 1999
Laura Pearson, Member November 1999

The professional staff of the Agency presently includes the following:

Robert C. Wales is the Assistant City Manager for Development. He also serves as the Agency's
Executive Director and was appointed to this position in October 1986. Mr. Wales graduated from
Virginia Polytechnic University with a degree in Civil Engineering.

Jerry Rogers was appointed Finance Director/Treasurer for the City in March, 1998. Prior to that,
he served as Deputy Finance Director. Mr. Rogers has a degree in Business Administration - Finance
from California State University, Long Beach and has been with the City of Riverside since 1987.

William R. Hansen was appointed Debt Administrator for the City in 1989. Mr. Hansen
coordinates the issuance of debt and monitors outstanding debt issues for the City and the Agency.
Mr. Hansen has a degree in Accounting from San Diego State University and has held various management
positions with the City's Finance Department since 1966.

Chester Yoshizaki was appointed the Development Director in August 1998. Mr. Yoshizaki came
from the West Covina Redevelopment Agency where he served as Director from 1995 until 1998. Prior
to becoming the Director, he served from 1971 in various positions in the West Covina Redevelopment
Agency, including Redevelopment Manager from 1978 to 1995. Mr. Yoshizaki has a Bachelor of Science
Degree in Environmental Design (Urban Planning) from the California State Polytechnic University,
Pomona.
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Donna L. Kunz was appointed the Redevelopment Finance & Administration Manager for the
Agency in May 1990. Prior to her appointment, she served as a Management Analyst for the Office of
Management and Budget with the City since 1987. Ms. Kunz graduated from the University of Maryland
with a degree in Business and Finance in 1975. Ms. Kunz has been employed in financial management
positions since 1975 with both governmental agencies and private companies.

Powers. The Agency is charged with the responsibility of eliminating blight within the Project
through the process of redevelopment. Generally, this process culminates when the Agency disposes of
land for development by the private sector. Before this can be accomplished, the Agency must complete
the process of acquiring and assembling the necessary sites, relocating residents and businesses,
demolishing the deteriorated improvements, grading and preparing the sites for purchase by developers
and providing for ancillary off-site improvements.

All powers of the Agency are vested in its seven members. The Agency exercises all of the
governmental functions authorized under the Redevelopment Law in carrying out a project and has suffi-
cient broad authority to acquire, develop, administer and sell or lease property, including the right of
eminent domain and the right to issue bonds, notes and other evidences of indebtedness and expend their
proceeds.

The Agency may, out of the funds available to it for such purposes, pay for all or part of the value
of land and the cost of buildings, facilities, structures or other improvements to be publicly owned, within
or outside of the project area, so long as improvements are of benefit to the relevant project area and no
other reasonable means of financing is available. The Agency must sell or lease remaining property within
a project area for redevelopment by others in strict conformity with the redevelopment plan, and may
specify a period within which such redevelopment must begin and be completed.

Controls, Land Use and Building Restrictions. All real property in the Redevelopment Project
is subject to the controls and restrictions of the Casa Blanca Redevelopment Plan hereafter described. The
Casa Blanca Redevelopment Plan provides that all new construction in the Project shall comply with all
applicable State and local laws in effect, including the various codes of the City. The Casa Blanca
Redevelopment Plan specifies particular land use areas. The Agency may permit an existing but
nonconforming use to continue so long as the Agency determines that the use is generally compatible with
other surrounding development uses. ‘

Within the limits, restrictions and controls established in the Casa Blanca Redevelopment Plan,
the Agency is authorized to limit the number, type, size and height of buildings in the Redevelopment
Project, and to establish design criteria, traffic circulation, traffic access and other development and design
controls necessary for proper development within the Redevelopment Project.

Financial Information. Included in this Official Statement, as Appendix C, are the audited
financial statements of the Agency for the Fiscal Year ended June 30, 1998. The Agency has not requested
nor did the Agency obtain permission from the Auditor to include the audited financial statements as an
appendix to this Official Statement. Accordingly, the Auditor has not performed any post-audit review
of the financial condition or operations of the Agency.
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CASA BLANCA REDEVELOPMENT PROJECT

Background and Redevelopment Plan Limitations

The City Council established the Redevelopment Project on November 9, 1976 by adoption of
Ordinance No. 4348 and amended the Casa Blanca Redevelopment Plan on April 24, 1990, by adopting
Ordinance No. 5824, following requisite hearings by the Agency, the Planning Commission and the City
Council. The Plan was again amended on December 20, 1994, to comply with the provisions of AB1290.
The Redevelopment Project primarily consists of medium low density residential, however, the project area
includes low density industrial and retail business and office land uses. Pursuant to the Casa Blanca
Redevelopment Plan, the amount of bonds outstanding at any one time and payable from the tax increment
revenues allocated to the Redevelopment Project cannot exceed $80,000,000. The tax increment revenues
allocated to the Agency from the Redevelopment Project are limited to $265,000,000 in total and the time
limit for establishing loans, advances, and indebtedness by the Agency to finance or refinance the
Redevelopment Project is January 1, 2004 and the Agency will not receive tax increment after
November 9, 2026.

Project Description

The current Redevelopment Project contains 725 acres. The Redevelopment Project is bounded
generally on the north by the 91 Freeway, on the east by Washington and Mary Streets, on the south by
Victoria Avenue and on the west by Jefferson Street.

The Redevelopment Project is an area of the City which includes older residential neighborhoods.
The area immediately south of the 91 Freeway is primarily devoted to commercial usage while the land
further south toward Lincoln Avenue is primarily residential. Immediately north of Victoria Avenue, land
uses consist of agricultural, residential, low and very low density residential.

TABLE 3
REDEVELOPMENT AGENCY OF THE CITY OF RIVERSIDE
CASA BLANCA REDEVELOPMENT PROJECT

Land Use by Assessed Value Fiscal Year 1998-99

Category Assessed Value % of Assessed
Value
Commercial/
Industrial $48,428.205 46 %
Residential 69,029,349 48%
Vacant 3.045.670 6%
Total $190,503,224 100%

Source: Redevelopment Agency of the City of Riverside
Development Activities in the Casa Blanca Redevelopment Project
The following is a discussion of planned redevelopment activities in the Casa Blanca Project Area.
Learning Center Campus/Head Start. The Agency contemplates assisting with the construction
of the new Casa Blanca Learning Center by acquiring 4.50 acres of vacant land centrally located on

Madison Street. The Learning Center will use only 1.5 acres and the remaining property will be used for
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mixed-use development. The Head Start program currently rents facilities in Casa Blanca and looks to
develop a new site. It is planned that the rear portion of the site will house the Learning Center and
additional services such as day care facilities and family instruction. The remaining portion of the site
fronting Madison Street is slated to be an 8,000 sq. ft. commercial center providing services to the
community and Learning Center such as a grocery store dry cleaners, copy center, etc.

Madison Streetscape - Phases 11 & I1I. Madison Streetscape Phase I, between Evans and Lincoln,
commenced construction Spring of 1998. Phase I improvements include the narrowing of Madison from
four lanes to three; landscape medians, curb extensions and sidewalk areas; enhanced bus stops; decorative
cross walks; and undergrounded utilities. Phases II and III of the streetscape project will complete the
improvements between Indiana and Evans to the west, and Lincoln to Victoria to the east. Specific
treatments would include a monument and entryway near Indiana and a tribute in statuary to the cultural
heritage of Casa Blanca at the Victoria intersection consistent with the Phase I design.

Family Learning Center Expansion. The Agency plans to acquire a vacant parcel adjoining
existing Family Learning Center, and design and construction of additional parking facilities and
commercial space.

Evans Street Historic District. The Agency plans to prepare a master development plan for Evans
Street historic buildings in anticipation of an historic survey to take place in the 1998-99 Fiscal Year. The
Plans will include acquiring, preserving and rehabilitating properties and provide adaptive reuse as a
village market place.

Facade Improvement Program. With completion of the Madison Streetscape and construction of
the new Casa Blanca Family Learning Center as a centerpiece for the area, the Agency has developed a
commercial facade improvement program to provide matching grants encouraging existing business
properties along Madison Street to be upgraded. The program includes facade enhancements, new lighting
and signage, paint and roof repair, parking improvements, and trash enclosures to improve the appearance
along Madison from the public right-of-way.

Tax Rate Overrides

The override rate, or the difference between the total tax rate and the base rate of $1 .00, generally
represents the tax rate necessary to make payments on voter-approved debt or other obligations of the
taxing agency listed. Although the current tax rate for the Project Area exceeds the $1.00 per $100 base
rate, as indicated on Table 4 below, the Fiscal Consultant has assumed a $1.00 tax rate in its tax increment
projections. See the "REPORT OF FISCAL CONSULTANT" in Appendix D for additional information
on the assumptions used in projecting tax increment revenue shown in Table 7.

TABLE 4
REDEVELOPMENT AGENCY OF THE CITY OF RIVERSIDE
CASA BLANCA REDEVELOPMENT PROJECT
Secured Tax Rate, Fiscal Year 1997/98

General Purpose Rate 1.00000%
Riverside Unified School District 0.00383
Flood Control Zone 1 0.01641
Metropolitan Water District 0.00890
Total Tax Rate 1.02914 %

Source: Rosenow Spevacek Group, Inc.



Major Assessees

Table 5 below presents a summary of the top 10 major property assessees in the Redevelopment
Project.

TABLE 5
REDEVELOPMENT AGENCY OF THE CITY OF RIVERSIDE
CASA BLANCA REDEVELOPMENT PROJECT
Major Assessees-Fiscal Year 1997/98

% of Project % of Project
Area Secured Area Incremental

Rank Assessee Use Assessed Value Value Value
1. E. R. Carpenter Co. Industrial Processing $11,770,714 7.8% 7.2%
2. Home Depot USA, Inc®. Commercial 9,056,286 6.0% 55%
3. Paul D. MacArthur Commercial 6,926,834 4.6% 4.2%
4. Nineway Industrial Processing/
Manufacturing 6,689,485 4.5% 4.1%
5. Arlington Heights Citrus Company Agricultural
Processing 5,534,193 3.7% 34%
6. National Equities Group Stater Bros. Center 3,056,802 2.0% 1.9%
7. Riverside Self Service Storage Industrial Storage 2,932,996 2.0% 1.8%
8. Rla Lid. Multifamily Res. 2,640,457 1.8% 1.6%
9. Indiana Avenue Properties Auto Products 2,368,916 1.6% 1.4%
10.  Francis S. Maas, Trustee Industrial Processing 2.150.000 14% 1.3%
TOTAL $53,126,683 35.4% 32.3%

W Represents the last year, per County records, when property transferred ownership and was fully reappraised. New construction
and/or acquisition of equipment could have occurred subsequent to the full reappraisal date and result in partial reappraisals.

@ A portion of value for this assessee is under appeal.

@ Value of assesseé is unsecured and therefore subject to annual appraisal.

Source: Rosenow Spevacek Group, Inc.

The following discussion provides additional information regarding the major assessees in the
Project Area. The Agency has obtained this information from various sources without independently
verifying such information and cannot assure the accuracy or completeness of the information with respect
to these assessees.

E.R. Carpenter Co., E.R. Carpenter Co. is a privately held Fortune 500 company headquartered
in High Point, North Carolina that manufacturers urethane foam and high-loft batting for home furnishing,
construction and medical care uses. The company has ten manufacturing facilities in the United States,
one in the United Kingdom and one in France. The Riverside facility consists of 618,000 square feet on
38.69 acres and employs 340 people.

26



Home Depot USA, Inc. Home Depot completed its Riverside store in 1997. Home Depot is the
world’s largest home improvement retailer, operating over 700 stores in the United States, Canada and
Latin America. The company’s stock is publicly traded (NYSE:HD) and is included in Standard & Poor’s
500 Index. The firm’s website is www.homedepot.com. The 5.7 acre site contains approximately 130,000
square feet of retail space which includes a 102,000 square foot store and a 28,000 square foot garden
center. The store employs 184 people.

Paul D. Mac Arthur. Paul D. Mac Arthur leases 3.41 acres to the Toyota of Riverside auto
dealership. The current dealership was constructed in 1987. The existing lease of this property will expire
in approximately thirty-five years.

Nineway. The Nineway property consists of 18.89 acres of land leased to Progressive Custom
Wheels, Inc., a privately-held manufacturer of after-market chrome and alloy wheels for automobiles.
Information regarding the Progressive Custom Wheels product line can be obtained from the firm’s
website: www.prowheel.com.

Regulatory Issues

The Agency is in compliance with the requirements of CEQA with respect to the Redevelopment
Project. To the best knowledge of the Agency, development within the Redevelopment Project is in
compliance with these requirements.

Tax-Sharing Agreements

The following are summaries of pass-through agreements, all of which are subordinate to the
payment of the Bonds:

Riverside Superintendent of Schools. The Riverside Superintendent of Schools (the
"Superintendent”) and the Agency entered into an agreement on August 18, 1992. Pursuant to the
agreement, the Superintendent will receive 37.5% of the Superintendent's 2.96% share of tax increment
revenue generated by applying the basic 1% tax rate to "excess taxable value," which is the difference
between the Project's total taxable value and the 1989-90 taxable value of the Project Area (5132,104,368).
Amounts payable to the Superintendent are subordinate to the payment of long-term indebtedness (greater
than 5 years) of the Agency.

Riverside Unified School District. The Riverside Unified School District (the "School District")
and the Agency entered into an agreement on November 3, 1992. Pursuant to the agreement, the School
District will receive 30% of its 42.96% share of tax increment revenue generated by applying the basic
1% tax rate to "excess taxable value,” which is the difference between the Project Area's total taxable
value and the 1989-90 taxable value of the Project ($132,104,368). Amounts payable to the School
District are subordinate to the payment of long-term indebtedness (greater than 5 years) of the Agency.

Riverside Community College District. The Riverside Community College District ("RCC") and
the Agency entered into an agreement on March 17, 1992. Pursuant to the agreement, RCC will receive
30% of its 5.24% share of tax increment revenue generated by applying the basic 1% tax rate to "excess
taxable value," which is the difference between total taxable value of the Project and the 1989-90 taxable
value of the Project (§132,104,368). Amounts payable to RCC are subordinate to the payment of long-
term indebtedness (greater than 5 years) of the Agency.

County of Riverside. The County of Riverside (the "County") and the Agency entered into an
agreement on September 15, 1992. Pursuant to the agreement, the County will receive annually $100,000,
increased annually by the CPI, and an amount equal to the County's portion of tax increment revenues
generated by an assumed growth in the Project Area's base year value up to the 2% statutory maximum.
Payment to the County is subordinate to the payment of long-term indebtedness (greater than five years)
of the Agency.
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County Flood Control and Water Conservation District. The Riverside County Flood Control
and Water Conservation District (the "Flood Control District") and the Agency entered into an agreement
on October 6, 1992. Pursuant to the agreement, the Flood Control District will receive 37.5% of its share
of the basic levy. Amounts payable to the Flood Control District are subordinate to the payment of long-
term indebtedness (greater than 5 years) of the Agency.

Historic Values

Table 6 below shows historical assessed valuation and Tax Revenues of the Casa Blanca
Redevelopment Project.
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Assessment Appeals

Pursuant to California law, property owners may apply for a reduction of their property tax assessment
by filing a written application, in form prescribed by the State Board of Equalization, with the appropriate
county board of equalization or assessment appeals board (the “Appeals Board”).

After the applicant and the assessor have presented their arguments, the Appeals Board makes a final
decision on the property assessed value. The Appeals Board may rule in the assessor's favor, in the applicant's
favor, or the Appeals Board may set their own opinion of the proper assessed value, which may be more or less
than either the assessor's opinion or the applicant's opinion.

Any reduction in the assessment ultimately granted applies to the year for which the application is
made and may also affect the values in subsequent years. Refunds for taxpayer overpayment of property taxes
may include refunds for overpayment of taxes in years after that which was appealed. Current year values may
also be adjusted as a result of a successful appeal of prior year values. Any taxpayer payment of property
taxes that is based on a value that is subsequently adjusted downward will require a refund for overpayment.

Appeals for reduction in the “base year” value of an assessment, if successful, reduce the assessment
for the year in which the appeal is taken and prospectively thereafter. The base vear is determined by the
completion date of new construction or the date of change of ownership. Any base year appeal must be made
within four years of the change of ownership or new construction date.

Some of the appeals filed in the Project Area have been based on Section 51 of the Revenue and
Taxation Code (also referred to herein as the “Proposition 8 Adjustment”) which requires that for each lien date
the value of real property shall be the lesser of its base year value annually adjusted by the inflation factor
pursuant to Article XIIIA of the State Constitution or its full cash value, taking into account reductions in value
due to damage, destruction, depreciation, obsolescence, removal of property or other factors causing a decline
in value. Significant reductions have taken place in some counties due to declining real estate values.
Reductions made under this code section may be initiated by the County Assessor or requested by the property
owner. After a roll reduction is granted under this section, the property is reviewed on an annual basis to
determine its full cash value and the valuation is adjusted accordingly. This may result in further reductions
or in value increases. Such increases must be in accordance with the full cash value of the property and it may
exceed the maximum annual inflationary growth rate allowed on other properties under Article XIIIA of the
State Constitution. Once the property has regained its prior value, adjusted for inflation, it once again 1s
subject to the annual inflationary factor growth rate allowed under Article XIIIA. See “LIMITATIONS ON
TAX REVENUES AND POSSIBLE SPENDING LIMITATIONS - Property Tax Limitations - Article XIIIA
and Implementing Legislation” herein. .

The following Table 7 shows the appeal of assessed value in the Casa Blanca Redevelopment
Project over the last four years. According to information obtained by the Agency, of the major property
owners in the Project Area, Home Depot has a 1997 assessment appeal outstanding. Information with
respect to appeals filed in 1998 is unavailable from the County.
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TABLE 7

REDEVELOPMENT AGENCY OF THE CITY OF RIVERSIDE
CASA BLANCA PROJECT AREA

Secured Roll Assessment Appeal Summary

1994-95 to 1997-98"

1994 1995 1996 1997
Appeal Summary
Total No. of Appeals on File * 17 15 23 16
Appeals Withdrawn/No 5 8 10 2
Appear./Late File/Denied
Appeals Stipulated/Reduced 12 7 11 0
Appeals Pending 0 0 2 14
Assessment Value Reduction
Total AV of Appeals Not Pending $23,399,878 $14,123,835 $14,357,786 $209,673
Applicant Opinion 13,572,812 9,711,745 6.385.604 116,129
Requested Reduction $9,827,066 $4,412,090 $7,972,182 $93,544
%Reduction Requested 42% 31% 56 % 45%
Reduction Granted $1,982,958 $2,030,%47 $172,855 -
% Reduction Granted 8% 14% 1% -
Pending Appeals
Total AV - -- $5,521,782  $11,401,304
Applicant Opinion - - $1,568,945 $2,173,273
Requested Reduction - - $3,952,837 $9,228,031
% Reduction Requested - - 72% 81%
Source: Rosenow Spevacek Group, Inc.
) As of August 1998.
) Duplicate appeals for same parcel in same year have been eliminated.

Although the outcome of the pending appeals cannot be accurately projected, the 1997 and 1998
assessed values have been decreased in the projections to make some accommodation for outstanding
appeals. Historically, there has been little relationship between the level of reduction sought and that
granted, therefore projections assume a 10% reduction in assessed value for all parcels subject to an
appeal. The effect of a 10% reduction in appeal assessed is that assessed value is reduced
from$16,923,086 to $15,230,777.

Projected Tax Increment Revenues

Table 8 shows the projected tax increment revenues for the Project through Fiscal Year 2003/04
as prepared by the Agency's Fiscal Consultant. Tax Revenue figures are based on identified new
development in the Project Area and annual Project assessed valuation increases of 2%. Actual increases
in taxable valuation may be less than or greater than increases assumed herein. The "REPORT OF
FISCAL CONSULTANT" in Appendix D outlines assumptions regarding the projections and new
development.

The Agency has relied on the Fiscal Consultant's estimates in the development of its financing plan
and believes those estimates to be reasonable. However, the Agency makes no representations as to the
validity of the assumptions, explicit or implicit, made in such estimates, nor does it represent that
estimated gross or net Tax Revenues will be realized.
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Table 9 compares the projected Tax Revenues with debt service. Maximum Annual Debt Service.

TABLE 9
REDEVELOPMENT AGENCY OF THE CITY OF RIVERSIDE
CASA BLANCA REDEVELOPMENT PROJECT
Projected Debt Service Coverage

Bond Year Projected Tax Annual Debt Service Debt Service
Ending Revenues (1) for the Bonds Coverage (2)
2000 $ 1,781,045 $ 1,375,415 1.29x
2001 1,813,228 1,374,945 1.32x
2002 1,846,055 1,373,965 1.34x
2003 1,879,538 1,372,475 1.37x
2004 1,913,692 1,374,475 1.39x

(1) Source: Rosenow Spevacek Group, Inc.

(2) Reflects the ratio of projected Tax Revenues to the debt service due with respect to the Bonds in each
year.
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LIMITATIONS ON TAX REVENUES AND
POSSIBLE SPENDING LIMITATIONS

Property Tax Limitations - Article XIIIA and Implementing Legislation

California voters, on June 6, 1978, approved an amendment (commonly known as both Proposition
13 and the Jarvis-Gann Initiative) to the California Constitution. This amendment, which added Article
XIIIA to the California Constitution, among other things, affects the valuation of real property for the
purpose of taxation in that it defines the full cash value of property to mean "the county assessor's
valuation of real property as shown on the 1975/76 tax bill under full cash value, or thereafter, the
appraised value of real property when purchased, newly constructed, or a change in ownership has
occurred after the 1975 assessment.” The full cash value may be adjusted annually to reflect inflation at
a rate not to exceed 2% per year, or any reduction in the consumer price index or comparable local data,
or any reduction in the event of declining property value caused by damage, destruction or other factors.
The amendment further limits the amount of any ad valorem tax on real property to 1% of the full cash
value except that additional taxes may be levied to pay debt service on indebtedness approved by the voters
prior to July 1, 1978. In addition, an amendment to Article XIII was adopted in June 1986 by initiative
which exempts from the 1% tax rate limitation any tax levied to pay bonded indebtedness approved by
two-thirds of the votes cast by voters for the acquisition or improvement of real property. On September
22, 1978, the California Supreme Court upheld the amendment over challenges on several State and federal
constitutional grounds (4dmador Valley Joint Union School District v. State Board of Equalization). The
Court reserved certain constitutional issues and the validity of legislation implementing the amendment for
future determination in proper cases.

In the general election held November 4, 1986, voters of the State approved two measures,
Propositions 58 and 60, which further amend Article XIIIA. Proposition 58 amends Article XIIIA to
provide that the terms "purchased” and "change of ownership," for purposes of determining full cash value
of property under Article XIIIA, do not include the purchase or transfer of (1) real property between
spouses and (2) the principal residence and the first $1,000,000 of other property between parents and
children. Proposition 60 amends Article XIIIA and allows persons, age 55 or older, to transfer the lower
assessed value of their current home to another newly purchased home of equal or lesser value. For the
exemption to apply, the new residence must be located in the same county and purchased within two years
after the sale of the previous residence. Proposition 60, as such, has no direct State or local fiscal effect
unless the county board of supervisors passes an ordinance implementing it.

The passage of Propositions 58 and 60 is expected to result in diminution of future increases in
property taxes for the Agency. Although the extent of the decrease in revenues in future years is not
known, the Agency does not anticipate that such decreased tax increment revenues will have an impact on
the Agency's ability to repay the Bonds and the interest payable with respect thereto.

Challenges to Article XIIIA

There have been many challenges to Article XIIIA of the California Constitution. The United States
Supreme Court heard the appeal in Nordlinger v. Hahn, a challenge relating to residential property and
based upon the facts presented in Nordlinger, the United States Supreme Court held that the method of
property tax assessment under Article XIIIA did not violate the federal Constitution. The Agency cannot
predict whether there will be any future challenges to California's present system of property tax
assessment and cannot evaluate the ultimate effect on the Agency's receipt of tax increment revenues
should a future decision hold unconstitutional the method of assessing property.
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Appropriations Limitations: Article XIIIB of the California Constitution

On November 6, 1979, California voters approved Proposition 4, the so-called Gann Initiative, which
added Article XIIIB to the California Constitution. The principal effect of Article XIIIB is to limit the
annual appropriations of the State and any city, county, school district, authority or other political
subdivision of the State to the level of appropriations for the prior Fiscal Year, as adjusted for changes
in the cost of living, population and services rendered by the government entity.

Effective September 30, 1980, the California Legislature added Section 33678 to the Redevelopment
Law which provided that the allocation of taxes to a redevelopment agency for the purpose of paying
principal of, or interest on, loans, advances, or indebtedness shall not be deemed the receipt by such
agency of proceeds of taxes levied by or on behalf of the agency within the meaning of Article XIIIB, nor
shall such portion of taxes be deemed receipt of taxes by, or an appropriation subject to the limitation of,
any other public body within the meaning or for the purpose of the Constitution and laws of the State,
including Section 33678 of the Redevelopment Law. The constitutionality of Section 33678 has been
upheld in two California appellate court decisions Brown v. Community Redevelopment Agency of the City
of Santa Ana and Bell Community Redevelopment Agency v. Woosley. The plaintiff in Brown petitioned
the California Supreme Court for a hearing of this case. The California Supreme Court formally denied
the petition and therefore the earlier court decisions are now final and binding. On the basis of these court
decisions, the Agency has not adopted an appropriations limit. ‘

Proposition 218

An initiative measure entitled the "Right to Vote on Taxes Act" (the "Initiative”) was approved by
the voters of the State of California at the November 5, 1996 general election. The Initiative added Article
XIIIC and Article XIIID to the California Constitution. According to the "Title and Summary" of the
Initiative prepared by the California Attorney General, the Initiative limits "the authority of local
governments to impose taxes and property-related assessments, fees and charges.” The Agency does not
impose any such taxes, assessments, fees or charges and, with the exception of the basic one percent ad
valorem property tax levied and collected by the County pursuant to Article XIIIA of the California
Constitution, a portion of which is allocated to the Agency, no such taxes, assessments, fees or charges
are imposed on behalf of the Agency. Accordingly, while the provisions of the Initiative may have an
indirect effect on the Agency, such as by limiting or reducing the revenues otherwise available to the City
or other local governments whose boundaries encompass property located within the Project thereby
causing such local governments to reduce service levels and possibly adversely affecting the value of
property within the Project, the Agency does not believe that the Initiative will directly impact the Tax
Increment Revenues available to it.

Future Initiatives

Article XIIIA, Article XIIIB, Article XIIIC, Article XIIID and Proposition 62 were each adopted as
measures that qualified for the ballot pursuant to California's initiative process. From time to time other
initiative measures could be adopted, further affecting Agency revenues or the Agency’s ability to expend
revenues.

Property Tax Collection Procedures
Classifications. In California, property which is subject to ad valorem taxes is classified as "secured”
or "unsecured.” Secured and unsecured property are entered on separate parts of the assessment roll

maintained by the county assessor. The secured classification includes property on which any property
tax levied by the county becomes a lien on that property sufficient, in the opinion of the county assessor,
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to secure payment of the taxes. Every tax which becomes a lien on secured property has priority over all
other liens on the secured property, regardless of the time of the creation of other liens. A tax levied on
unsecured property does not become a lien against the unsecured property, but may become a lien on
certain other property owned by the taxpayer.

Collections. The method of collecting delinquent taxes is substantially different for the two
classifications of property. The taxing authority has four ways of collecting unsecured property taxes in
the absence of timely payment by the taxpayer: (1) a civil action against the taxpayer; (2) filing a certificate
in the office of the county clerk specifying certain facts in order to obtain a judgment lien on certain
property of the taxpayer; (3) filing a certificate of delinquency for recordation in the county recorder's
office in order to obtain a lien on certain property of the taxpayer; and (4) seizure and sale of the personal
property, improvements or possessory interests belonging or assessed to the assessee.

The exclusive means of enforcing the payment of delinquent taxes with respect to property on the
secured roll is the sale of property securing the taxes to the State for the amount of taxes which are
delinquent.

Current tax payment practices by the County provide for payment to the Agency of tax increment
revenues throughout the Fiscal Year with the majority of tax increment revenues paid to the Agency in
January and May. Presently, unitary revenues are disbursed separately, lagging behind the tax increment
revenue disbursements by 15 to 60 days. Additionally, supplemental tax increment revenues are disbursed
to the Agency as collected by the County on a monthly basis.

Penalties. A 10% penalty is added by the County to delinquent taxes which have been levied with
respect to property on the secured roll. In addition, property on the secured roll on which taxes are
delinquent is sold to the State on or about June 30 of the Fiscal Year. Such property may thereafter be
redeemed by payment of the delinquent taxes and a delinquency penalty, plus a redemption penalty of 1%
per month to the time of redemption. If taxes are unpaid for a period of five years or more, the property
is deeded to the State and then is subject to sale by the county tax collector. A 10% penalty also applies
to the delinquent taxes on property on the unsecured roll, and further, an additional penalty of 1% per
month accrues with respect to such taxes beginning the first day of the third month following the
delinquency date.

Delinquencies. The valuation of property is determined as of January 1 each year and equal
installments of taxes levied upon secured property become delinquent on the following December 10 and
April 10. Taxes on unsecured property are due January 1 and become delinquent August 31. The
valuation of unitary property is determined as of January 1 of each year and becomes delinquent at the
same time taxes on secured property become delinquent.

Supplemental Assessments. A bill enacted in 1983, SB 813 (Statutes of 1983, Chapter 498), provides
for the supplemental assessment and taxation of property as of the occurrence of a change in ownership
or completion of new construction. Previously, statutes enabled the assessment of such changes only as
of the next tax lien date following the change and thus delayed the realization of increased property taxes
from the new assessments for up to 14 months. As enacted, Chapter 498 provides increased revenue to
redevelopment agencies to the extent that supplemental assessments as a result of new construction or
changes of ownership occur within the boundaries of redevelopment projects subsequent to the January 1
lien date. To the extent such supplemental assessments occur within the Project, tax increment revenues
may increase.

Tax Collection Fees. SB 2557 enacted in 1990 (Chapter 466, Statutes of 1990), authorized county
auditors to determine property tax administration costs proportionately attributable to local jurisdictions
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and to submit invoices to the jurisdictions for such costs. Subsequent legislation, SB 1559 (Chapter 697,
Statutes of 1992), specifically includes redevelopment agencies among entities subject to a property tax
administration charge. The projections of Tax Revenues take such administrative costs into account. See
"CASA BLANCA REDEVELOPMENT PROJECT - Historical and Estimated Tax Revenues" herein.

Business Inventory Replacement Revenue

Prior to 1979, the State reimbursed cities, counties, special districts and redevelopment agencies that
portion of taxes which would have been generated by the exempted portion of business inventory value
(50%). In 1979, the California Legislature enacted Assembly Bill ("AB") 66 (Statutes of 1979, Chapter
1150), eliminating the assessment and taxation of business inventory property and providing for
replacement revenue for local agencies, except redevelopment agencies. In 1980, the California
Legislature enacted AB 1994 (Statutes of 1980, Chapter 610), providing partial replacement revenue for
the loss of business inventory revenues by redevelopment agencies.

In 1990, the California Legislature amended Section 16112.7 of the California Government Code (AB
160, Chapter 449, Statutes of 1990) which precludes redevelopment agencies from pledging special
subvention revenues toward the payment of debt service for bonded indebtedness incurred after July 31,
1990 (the effective date of the legislation). The 1992/93 State Budget reduced the State's funding for the
special subvention. As enacted under AB 222 (Chapter 188, Statutes of 1991), the Budget Act eliminated
1991/92 subvention payments for most redevelopment projects, including the Project. Additionally, the
1992/93 State Budget implemented further cuts in funding for the State's special subvention to
redevelopment agencies. As a result, these revenues are not included in the projections of estimated Tax
Revenues in the Fiscal Consultant's Report. See Appendix D, "REPORT OF FISCAL CONSULTANT."

Unitary Property

AB 454 (Statutes of 1987, Chapter 921) provides a revised method of reporting and allocating
property tax revenues generated from most State-assessed unitary properties commencing with Fiscal Year
1988/89. Under AB 454, the State reports to each county auditor-controller only the county-wide unitary
taxable value of each utility, without an indication of the distribution of the value among tax rate areas.
AB 454 provides two formulas for auditor-controllers to use in order to determine the allocation of unitary
property taxes generated by the county-wide unitary value, which are: (i) for revenue generated from the
1% tax rate, each jurisdiction is to receive up to 102% of its prior year unitary property tax increment
revenue; however, if county-wide revenues generated from unitary properties are greater than 102% of
prior year revenues, each jurisdiction receives a percentage share of the excess unitary revenues equal to
the percentage of each jurisdiction's share of secured property taxes; (ii) for revenue generated from the
application of the debt service tax rate to county-wide unitary taxable value, each jurisdiction is to receive
a percentage share of revenue based on the jurisdiction's annual debt service requirements and the
percentage of property taxes received by each jurisdiction from unitary property taxes.

The provisions of AB 454 apply to all State-assessed property, except railroads and non-unitary
properties the valuation of which will continue to be allocated to individual tax rate areas. The provisions
of AB 454 do not constitute an elimination or a revision of the method of assessing utilities by the State
Board of Equalization. AB 454 allows generally valuation growth or decline of State-assessed unitary
property to be shared by all jurisdictions within a county.

Limitation of Tax Revenues From Certain Increased Tax Rates

An initiative to amend the California Constitution entitled "Property Tax Revenues Redevelopment
Agencies" was approved by California voters at the November 8, 1988 general election. Under prior law,

37



a redevelopment agency using tax increment revenue receives additional property tax revenue whenever
a local government increases its property tax rate to pay off its general obligation bonds. This initiative
amended the California Constitution to allow the California Legislature to prohibit redevelopment agencies
from receiving any of the property tax revenue raised by increased property tax rates imposed by local
governments to make payments on their bonded indebtedness. The initiative only applies to tax rates
levied to finance bonds approved by the voters on or after January 1, 1989. Any revenue reduction to
redevelopment agencies would depend on the number and value of the general obligation bonds approved
by voters in future years. The Agency does not currently project receiving any tax increment revenues
as a result of general obligation bonds which may be approved on or after January 1, 1989.

Low and Moderate Income Housing

Sections 33334.2 and 33334.6 of the Redevelopment Law requires redevelopment agencies to set aside
20% of all tax increment revenues allocated and paid to redevelopment projects in a low and moderate
income housing fund to be expended for authorized low and moderate income housing purposes. Amounts
on deposit in the low and moderate income housing fund may also be applied to pay debt service on bonds,
loans or advances of redevelopment agencies to provide financing for such low and moderate income
housing purposes. A significant portion of the Prior Bonds were used to fund such low and moderate
income housing projects. The Agency has determined that approximately 29% of the debt service on the
Bonds (approximately $400,000 annually) corresponds to the portion of the Prior Bonds intended for such
housing purposes. See "CASA BLANCA REDEVELOPMENT PROJECT - Housing Projects” herein.

Redevelopment Plan Limitations on Tax Increment Revenues

Sections 33333.2 and 33333.4 of the Redevelopment Law require each redevelopment agency to either
include in each redevelopment plan or to adopt by ordinance a limitation on the number of dollars of taxes
which may be divided and allocated to the redevelopment agency with respect to the related redevelopment
project area. Pursuant to Section 33333.2, taxes may not be allocated to a redevelopment agency beyond
this limitation except by amendment of the redevelopment plan. The Casa Blanca Redevelopment Plan
contains such a tax increment limitation. The amount of taxes attributable to real property (land and
improvements excluding personal property) located within the Project which may be divided and allocated
to the Agency pursuant to the Redevelopment Law is $265,000,000 over the life of the Project. The
amount of bonded indebtedness which may be Outstanding at any one time cannot exceed $80,000,000.
No loans, advances or indebtedness may be established after January 1, 2004 without amendment of the
Casa Blanca Redevelopment Plan. Currently the Agency has $12,775,000 of indebtedness relating to the
Project Outstanding (being the Prior Bonds) which will be refunded with a portion of the proceeds of the
Bonds. The Agency has collected $21,633,095 in tax increment revenue as of December 1, 1998.
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CONCLUDING INFORMATION

Certain Legal Matters

Richards, Watson & Gershon, A Professional Corporation, Bond Counsel, will render an opinion
with respect to the Bonds substantially in the form set forth in Appendix E to this Official Statement.
Copies of this opinion will be available at the time of delivery of the Bonds. Certain legal matters will
be passed upon for the Underwriter by its counsel, Best Best & Krieger LLP and for the Agency by its
general counsel.

Ratings

Moody's Investors Service and Standard & Poor's Corporation have given the Bonds a rating of
"Aaa" and "AAA," respectively, conditioned on the issuance by Ambac Assurance Corporation of its
standard financial guaranty policy at the time of delivery of the Bonds. The ratings are not
recommendations to buy, sell or hold the Bonds. An explanation of the significance of such ratings may
be obtained only from the rating agency furnishing the same. The Agency furnished to such rating
agencies certain information and materials. Generally, rating agencies base their ratings on such
information and materials so furnished and on investigations, studies and assumptions made by it. There
is no assurance that the ratings mentioned above will continue for any given period of time or that the
ratings may not be lowered or withdrawn entirely by such rating agency, if in their judgment circumstances
so warrant. The Agency has not undertaken any responsibility to bring to the attention of the owners of
the Bonds any proposed change in or withdrawal of any rating or to oppose any such proposed revision
or withdrawal. Any such downward revision or withdrawal of such ratings may have an adverse effect
on the market price of the Bonds.

Underwriting

The Bonds are being purchased for reoffering by Stone & Youngberg LLC (the "Underwriter").
The Underwriter has agreed to purchase the Bonds for the principal amount of the Bonds less an
Underwriter's Discount of $181,515.50, less $ 316,983.65 representing an original issue discount, plus
accrued interest. The Purchase Agreement pursuant to which the Underwriter is purchasing the Bonds
provides that the Underwriter will purchase all of the Bonds if any are purchased. The obligation of the
Underwriter to make such purchase is subject to certain terms and conditions set forth in such Purchase
Agreement.

The Underwriter may offer and sell the Bonds to certain dealers and others at prices different from
the prices stated on the cover page of this Official Statement. The offering prices may be changed from
time to time by the Underwriter.

Litigation

There is no litigation pending or, to the Agency's knowledge, threatened in any way to restrain
or enjoin the issuance, execution or delivery of the Bonds, or to contest the validity of the Bonds, the
Indenture or any proceeding of the Agency with respect thereto. In the opinion of the Agency and its
counsel, there are no lawsuits or claims pending against the Agency which will materially affect the
Agency's finances so as to impair its ability to repay the Bonds.
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Tax Matters

The Internal Revenue Code of 1986 (the "Code") establishes certain requirements which must be
met subsequent to the issuance and delivery of the Bonds for interest thereon to be and remain excluded
from gross income for Federal income tax purposes. Noncompliance with such requirements could cause
the interest on the Bonds to be included in gross income for Federal income tax purposes retroactively to
the date of issue of the Bonds. These requirements include, but are not limited to, provisions which
prescribe yield and other limits within which the proceeds of the Bonds are to be invested and require,
under certain circumstances, that certain investment earnings on the foregoing be rebated on a periodic
basis to the Treasury Department of the United States of America. The Authority has covenanted in the
Indenture to maintain the exclusion of the interest on the Bonds from gross income for Federal income tax
purposes pursuant to Section 103(a) of the Code.

In the opinion of Richards, Watson & Gershon, A Professional Corporation, Bond Counsel, under
existing law, interest on the Bonds is exempt from personal income taxation of the State of California and,
assuming compliance with the aforementioned covenant, interest on the Bonds is excluded from gross
income for Federal income tax purposes. Bond Counsel are also of the opinion that the Bonds are not
"specified private activity bonds” within the meaning of Section 57(a)(5) of the Code and, therefore, the
interest on the Bonds will not be treated as a preference item for purposes of computing the alternative
minimum tax imposed by Section 55 of the Code. Interest on the Bonds owned by corporations will,
however, be taken into account in determining the alternative minimum tax imposed by Section 55 of the
Code on 75 percent of adjusted current earnings over alternative minimum taxable income (determined
without regard to this adjustment and the alternative tax net operating loss deduction).

Bond Counsel have not undertaken to advise in the future whether any events after the date of
issuance of the Bonds may affect the tax status of interest on the Bonds. No assurance can be given that
future legislation, or amendments to the Code, if enacted into law, will not contain provisions which could
directly or indirectly reduce the benefit of the exclusion of the interest on the Bonds from gross income
for Federal income tax purposes. Certain requirements and procedures contained or referred to in the
Indenture and other relevant documents may be changed and certain actions may be taken, under the
circumstances and subject to the terms and conditions set forth in such documents, upon the advice or with
the approving opinion of nationally recognized bond counsel. Bond Counsel express no opinion as to any
Bond, or the interest thereon, if any such change occurs or action is taken upon the advice or approval of
bond counsel other than Richards, Watson & Gershon.

Although Bond Counsel have rendered an opinion that interest on the Bonds is excluded from gross
income for Federal income tax purposes, a Bondholder’s Federal tax liability may otherwise be affected
by the ownership or disposition of the Bonds. The nature and extent of these other tax consequences will
depend upon the Bondholder’s other items of income or deduction. Without limiting the generality of the
foregoing, prospective purchasers of the Bonds should be aware that (i) Section 265 of the Code denies
a deduction for interest on indebtedness incurred or continued to purchase or carry the Bonds or, in the
case of a financial institution, that portion of a holder’s interest expense allocated to interest on the Bonds,
(ii) with respect to insurance companies subject to the tax imposed by Section 831 of the Code, Section
832(b)(5)(B)(1) reduces the deduction for loss reserves by 15 percent of the sum of certain items, including
interest on the Bonds, (iii) interest on the Bonds earned by some corporations could be subject to the
environmental tax imposed by Section 59A of the Code, (iv) interest on the Bonds earned by certain
foreign corporations doing business in the United States could be subject to a branch profits tax imposed
by Section 884 of the Code, (v) passive investment income, including interest on the Bonds, may be
subject to Federal income taxation under Section 1375 of the Code for Subchapter S corporations that have
Subchapter C earnings and profits at the close of the taxable year if greater than 25% of the gross receipts
of such Subchapter S corporation is passive investment income and (vi) Section 86 of the Code requires
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recipients of certain Social Security and certain Railroad Retirement benefits to take into account, in
determining the taxability of such benefits, receipts or accruals of interest on the Bonds. Bond Counsel
have expressed no opinion regarding any such other tax consequences. The opinion of Bond Counsel
regarding exemption from personal income taxation in the State of California and the exclusion from gross
income for Federal income tax purposes of interest on the Bonds, and approving the validity of the Bonds,
will be substantially in the form set forth in Appendix E hereto.

Verification of Mathematical Computations

Grant Thorton LLP, a firm of independent certified public accountants, upon delivery of the
Bonds, will deliver its verification report indicating that it has examined, in accordance with standards
established by the American Institute of Certified Public Accountants, the mathematical accuracy of
computations prepared by Stone & Youngberg LLC relating to the sufficiency of the anticipated receipts
of U.S. Treasury Obligations, together with the initial cash deposits, if any, in the Escrow Fund to pay,
when due, the principal, interest and early redemption premium requirements of the Prior Bonds, and the
mathematical accuracy of the "yield” on the U.S. Treasury obligations and the Bonds.

The report of Grant Thorton LLP will include the statement that the scope of their engagement was
limited to verifying the mathematical accuracy of the computations contained in such schedules provided
to them and that they have no obligation to update their report because of events occurring, or data or
information coming to their attention, subsequent to the date of their report.

Miscellaneous

The quotations from, and summaries and explanations of the Indenture and other statutes and
documents contained herein do not purport to be complete, and reference is made to such documents, the
Indenture and statutes for full and complete statements of their provisions.

This Official Statement is submitted only in connection with the sale of the Bonds by the Agency.
All estimates, assumptions, statistical information and other statements contained herein, while taken from
sources considered reliable, are not guaranteed by the Agency. The information contained herein shall
not be construed as representing all conditions affecting the Agency or the Bonds.

At the time of delivery of the Bonds, the Underwriter will receive a certificate signed by a
representative of the Agency confirming to the Underwriter that, to the best knowledge of said
representative, the Official Statement does not contain any untrue statement of a material fact or omit to
state a material fact required to be stated therein or necessary to make the statements therein, in the light
of the circumstances under which they were made, not misleading.

All information contained in this Official Statement pertaining to the Agency has been furnished
by the Agency, and the execution and delivery of this Official Statement have been duly authorized by the
Agency.

REDEVELOPMENT AGENCY OF THE CITY OF
RIVERSIDE

By: /s/ Robert C. Wales
Executive Director
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APPENDIX A

The Bonds will not be secured by any pledge of City General Fund revenues but will be payable
solely- from Tax Revenues (as defined in the Indenture and certain other funds of the Agency. The
description of the financial and economic position of the City of Riverside set forth below and on the
following pages is included in the Official Statement for information purposes only.

THE CITY OF RIVERSIDE
ECONOMIC BACKGROUND AND FINANCIAL INFORMATION

The City is the county seat of Riverside County (the "County") and is located in the western
portion of the County about 60 miles east of downtown Los Angeles and approximately 90 miles north of
San Diego. Within 10 miles of the City are the cities of San Bernardino, Loma Linda, Corona, Norco,
Fontana, Ontario, Rialto, Colton, Moreno Valley and Redlands, among others. These cities and the City
are located in the Counties of Riverside and San Bernardino and comprise the Riverside-San Bernardino-
Ontario Metropolitan Statistical Area (the "MSA"). The MSA represents an important economic area of
the State and of Southern California. It lies to the west and south respectively of the strategic San
Gorgonio and Cajon Passes, from which three transcontinental railroads and interstate highways converge
to connect the Los Angeles area with the other areas of the nation. The City is situated in close proximity
to the metropolitan centers of Los Angeles and Orange Counties.

Riverside and San Bernardino Counties cover 27,400 square miles, a land area larger than the State
of Virginia. With a population of over 2.5 million, it ranks as the 14" largest MSA in the United States.
Riverside County alone is larger than the State of New Jersey. The MSA, though small geographically
in relation to the bi-county area, contains most of the two counties’ population.

Municipal Government

The City was incorporated in 1883 and covers 79.6 square miles. The City is a charter city and
has a council-manager form of government with a seven-member council being elected by ward for four-
year overlapping terms. The mayor is elected at large for a four-year term and is the presiding officer of
the council, but does not have a vote except in case of a tie. The position of City Manager is filled by
appointment of the council to serve as administrator of the staff and to carry out the policies of the council.
Functions of the City government are carried out by approximately 1,950 full and part-time personnel.
The City operates and maintains a sewer system. Water is supplied by the City system. Electricity is
provided by the City-owned electric utility system. Other City services include public safety, a diversified
recreation program and park department, a museum and a library system.

Employee Relations
City employees are covered by recently negotiated memoranda of understanding with four
employee organizations. The three largest units, Public Employee’s Association of Riverside County,

Police Officers’ Association and Fire Fighters” Association, represent 1,300 employees, or 90% of the
total organized employees.
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Population

As of January 1, 1998 the population of the City was approximately 250,800, an increase of over
10 percent over the census population of the City in 1990. The following table presents population data
for both the City and County.

POPULATION

Year City of Riverside Riverside County
1940 34,696 105,524
1950 46,764 170,046
1960 84,332 306,191

1970 140,089 459,074
1980 165,087 663,923
1990 226,505 1,170,413
1997 241,600 1,380,000
1998 250,800 1,441,200

Sources: 1940-1990 U.S. Census; 1998 State Department of Finance.

Education

The City is included within the boundaries of the Riverside Unified School District and the Alvord
Unified School District, which also serves the County area southwest of the City. These two districts
include 56 elementary and middle schools and high schools. There are also about 46 private or parochial
schools for kindergarten through twelfth grade. Average daily attendance for the two public school
districts is given below.

COUNTY OF RIVERSIDE PUBLIC SCHOOL ENROLLMENT
Fiscal Years 1993 through 1997%

Grades 1993 1994 1995 1996 19970
K-8 183,089 187,963 192,732 197,750 203,042
9-12 247,158 255,163 263,890 272,498 281,031

Total 430,247 443,126 456,622 470,248 484,073

Source: State Department of Finance
() Based on Fall, 1997 enrollment

Locally, higher education is available at four institutions. Riverside Community College, which
had an enrollment of approximately 22,000 in the Fall of 1998; University of California at Riverside,
which had a graduate and undergraduate enroliment of approximately 9,500 in the Fall of 1998; California
Baptist University, which had an enrollment of 1,926 in the Fall of 1998, and La Sierra University at
Riverside, which had an enrollment of approximately 1,572 in the Fall of 1998. Also located in the City
are the California School for the Deaf, which had an enrollment of 520 during the Fall of 1998, and the
Sherman Institute, a federally-run school for Indians, which had an enroliment of 373 during the Fall of

1998.
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Employment

Annual employment information is unavailable for the City of Riverside, however it is available
for the Riverside MSA. The MSA’s civilian labor force increased to an annual average of 641,100 in 1997
from the 617,700 average of 1996. The following table summarizes the labor force employment and
unemployment figures over the past five years for the Riverside MSA, the State and the United States.

LABOR FORCE EMPLOYMENT AND UNEMPLOYMENT*
Yearly Average for Calendar Years 1993 through 1997

Civilian Unemployment
Year and Area Labor Emploved Unemployed Rate
Force

1993

Riverside MSA ....... 588,300 518,400 69,900 11.9

California . ........ .. 15,359,500 13,918,300 1,441,200 9.6

United States . . . ...... 129,200,000 120,259,000 8,940,000 6.9
1994

Riverside MSA .. ... .. 603,600 540,200 63,400 10.5

California ........... 15,450,000 14,122,000 1,327,900 8.6

United States . . ....... 131,056,000 123,000,000 7,996,000 6.1
1995

Riverside MSA .. ... .. 611,900 553,800 58,100 9.5

California . .......... 15,412,200 14,202,800 1,209,400 7.8

United States . . ....... 132,304,000 124,900,000 7,404,000 5.6
1996

Riverside MSA . ... ... 617,700 567,100 50,600 8.2

California . ........ .. 15,568,600 14,444,400 1,124,200 7.2

United States . . ....... 133,943,000 126,708,000 7,236,000 5.4
1997

Riverside MSA . ...... 641,100 592,900 48,200 7.5

California ........... 15,971,800 14,965,500 1,006,300 6.3

United States . . ....... 136,296,800 129,557,900 6,738,800 5.0

Source: California Employment Development Department
* Data are not seasonally adjusted.

The following table presents the distribution of persons in various wage and salary employment
categories in the MSA as of March 1996 and March 1997.
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MONTHLY EMPLOYMENT COMPARISON RIVERSIDE MSA
(in thousands)

Industry March 1996 March 1997
Total NONFAIMN - . o o oo v e o e mm e e e 803,500 842,800
MIRINE.: o o ovee oo 1,200 1,200
COMSITUCHON « « « o v o e e e e e e 46,400 51,300
Manufacturing - Durables 65,900 70,600
Manufacturing - Nondurables . . .. ... .o 33,300 34,500
Transportation and Public UtHHES . v v v vv oo oo 41,100 42,700
Trade: Wholesale . . . ..« ccvvvmv oo 37,500 39,500
Trade: Retail . . . oo v ve e oo e 172,600 178,300
Finance, Insurance, Real Estate . . . .. .........oovoeeen 29,600 30,200
QBIVICES » v v v e e e e e 208,700 222,000
GOVEITUNIENE . « - o v e e ee e e e m e e 167,300 172,400

TOl  © o v e e e e 1,609,900 1,685,500

Source: California Employment Development Department

Housing

The 1990 federal census reported 78,567 housing units in the City, an increase of 23 % since 1980.
In 1970, about 79% of the City’s total housing stock consisted of single family units, and approximately
60% of all housing units were owner-occupied. By 1990, about 65% of all dwelling units were single
family, as the number of apartment units increased. The following table summarizes the changes in the
City’s housing stock since 1970.

CITY OF RIVERSIDE
Change in Housing Stock

April April January January

Type 1970 1980 1990 1997
Single family . .............-- 36,277 45,770 52,523 56,465
D2AUNIS . oo eeeeeea e 3,624 4,822 5,165 5,293
SormoreUnits . . ... ... 5,395 11,788 18,985 20,274
Mobile Homes .. .......... ... 632 1.348 1,894 2,127
Total Units . . . .. .o v v v v v v 45,928 63,728 78,567 84,159

Source: California State Department of Finance
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Construction Activity

The total valuation of building permits issued in the City equaled $173.6 million in 1998®, an
increase of 22.5% from fiscal year 1997. The following table provides a summary of building permit
valuations and the number of new dwelling units authorized in the City during the past five years.

CITY OF RIVERSIDE BUILDING PERMIT VALUATION
For Calendar Years 1993 through 1998

($ in millions)
1993 1994 1995 1996 1997 1998
Valuation

Residential . . . . . . 60.6 51.7 30.2 57.8 95.1 125.3
Nonresidential . . . 48.3 26.1 47.2 52.1 46.6 48.3
Total ....... 108.9 77.8 77.4 109.9 141.7 173.6

New Dwelling Units
Single Family . . . . 385 361 166 244 421 592
Multiple Family . . 4 2 2 208 405 336
Total ....... 389 363 168 452 826 928

Source: Construction Industry Research Board.
@ Totals through November, 1998 only

Retail Sales

The following table indicates growth of taxable transactions for the period 1992 through 1997 in
the City by type of business:

CITY OF RIVERSIDE TAXABLE TRANSACTIONS
For Calendar Years 1992 through 1997
($ in thousands)

1992 1993 1994 1995 1996 1997

Apparel stores . ............... 80.4 76.7 72.3 70.3 68.0 67.8
General merchandise stores . .. ... .. 325.4 337.0 350.7 343.8 353.4 392.0
Drugstores .................. 28.1 26.1 24.7 232 23.5 *
Foodstores .................. 139.0 115.7 114.2 109.6 118.9 124.8
Liquorstores ................. 13.6 12.0 11.1 11.4 9.9 **
Eating and drinking places ........ 161.7 166.0 170.0 174.8 176.2 183.6
Home furnishings and appliances . . . . 76.1 69.4 79.2 89.7 81.4 66.5
Building materials and farm implements 128.6 126.9 146.0 149.2 161.2 201.8
Service stations . . .............. 137.5 132.3 124.8 127.2 141.2 139.7
Automobile dealers and suppliers . . . . 325.0 3515 378.1 389.9 422.7 428.4
Miscellaneous . . . .............. 205.7 200.7 212.8 221.8 242.3 269.8
Total retail outlets . . . .. ...... 1,621.1 1,614.3 1,683.9 1,710.9 1,798.7 1,874.4
Allotheroutlets ............... 399.6 403.0 440.7 429.7 461.2 497.5
Total alloutlets ............ 2,020.7 2,017.3 2,124.6 2,140.6 2,259.9 2,371.9

Source: California State Board of Equalization
*Drug Stores figure is now accounted for in "General Merchandise stores” figure.
**Liquor Stores figure is now accounted for in "Other retail outlets” figure.
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Community Facilities

Among the City’s cultural institutions and activities are a convention center, a municipal art center,
a museum, a library, an auditorium, the opera society and the symphony society. There are three major
hospitals inthe City: Parkview Community, Riverside Community and Kaiser Permanente, with respective
bed capacities of 193, 369 and 215, totaling 777.

Transportation

The City is served by a variety of land and air transportation facilities. Light rail commuter
service is provided by Metrolink to Los Angeles and Orange Counties. Interstate bus service is available
via Greyhound and local bus service is provided by the Southern California Rapid Transit District and
Riverside Transit Agency. Most major trucking firms service the City in addition to numerous local
carriers. Overnight delivery can be scheduled to San Francisco, Los Angeles, San Diego and Sacramento.

Freight rail service to the City is provided by three major transcontinental railroad. The Santa Fe,
Southern Pacific and Union Pacific. Amtrak-operated passenger train service is available at San
Bernardino, approximately 15 miles north of the City.

Scheduled air transportation is available from the Ontario International Airport, approximately 18
miles to the west. The City-operated Riverside Municipal Airport is a general aviation facility.

The City is served by the Riverside Freeway (State Route 91), which provides access to Orange
County; Interstate 215, which connects the City to San Diego, San Bernardino and points beyond, and the
Pomona Freeway (U.S. Highway 60), an east-west route.

To support transportation improvements, in November 1988 Riverside County voters approved
Measure A, a one-half cent sales tax increase. This sales tax will run for 20 years. In 1990, voters of San
Bernardino County approved a similar program.
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APPENDIX B
SUMMARY OF THE INDENTURE
The following is a summary of certain provisions of the Indenture. Such summary is

not intended to be definitive, and reference is made to the complete document for the complete terms
thereof.

Definitions

Accreted Value

The term "Accreted Value" means, with respect to any Capital Appreciation Bonds, as
of any date of calculation, the sum of the initial amount thereof and the interest accrued and
compounded thereon, as determined in accordance with the provisions of the Supplemental Indenture
authorizing issuance of such Bonds, to such date of calculation.

Additional Allowance

The term "Additional Allowance" means, as of the date of calculation, the amount of
Tax Revenues which, as shown in a Consultant’s Report, are estimated to be receivable by the
Agency in the next Fiscal Year as a result of increases in the assessed valuation of taxable property in
the Project Area due to either (i) construction which has been completed but has not yet been
reflected on the tax roll, or (ii) transfer of ownership or any other interest in real property, which is
not then reflected on the tax rolls.

For purposes of this definition, the term "increases in the assessed valuation” means
the amount by which the assessed valuation of taxable property in the Project Area in the next Fiscal
Year is estimated to exceed the assessed valuation of taxable property in the Project Area in the then
current Fiscal Year (as evidenced in a written document from an appropriate official of the County) as
of the date on which such calculation is made.

Agency

The term "Agency" means the Redevelopment Agency of the City of Riverside, a
public body, corporate and politic, duly organized and existing under and pursuant to the Law.

Ambac Assurance

The term "Ambac Assurance’ means Ambac Assurance Corporation, a Wisconsin-
domiciled stock insurance company.

Annual Debt Service: Average Annual Debt Service;. Maximum Annual Debt Service

The term "Annual Debt Service" means, for each Bond Year, the sum of (1) the
interest falling due on all Outstanding Bonds in such Bond Year, assuming that all Outstanding Serial

B-1



Bonds are retired as scheduled and that all Outstanding Term Bonds, if any, are redeemed from the
Sinking Account, as may be scheduled (except to the extent that such interest js to be paid from the
proceeds of sale of any Bonds), (2) the principal amount of the Outstanding Serial Bonds, if any,
maturing by their terms in such Bond Year, and (3) the minimum amount of such Outstanding Term
Bonds required to be paid or called and redeemed in such Bond Year.

With respect to Capital Appreciation Bonds, the Accreted Value payment shall be
deemed due on the scheduled redemption or payment date of such Capital Appreciation Bonds.

If any Bonds bear interest payable pursuant to a variable interest rate formula, the
interest rate on such Bonds for periods when the actual interest rate cannot yet be determined shall be
assumed to be equal to the greater of (a) the most recently published Bond Buyer 25 Bond Revenue
Index (or comparable index if such 25 Bond Revenue Index is no longer published) or (b) the average
variable rate of interest borne by such Bonds during the preceding 36 months or, if such Bonds were
not outstanding during all of the preceding 36 months, the highest interest rate borne by variable
interest rate debt for which the interest rate is computed by reference to a variable interest rate
formula comparable to that utilized for such Bonds.

, "Annual Debt Service" shall not include (a) interest on Bonds which is to be paid
from amounts constituting capitalized interest or (b) principal and interest allocable to that portion of
the proceeds of any Bonds required to remain unexpended and to be held in escrow pursuant to the
terms of a Supplemental Indenture, provided that (i) projected interest earnings on such amounts, if
any, deposited by the Agency in the Interest Account, are sufficient to pay the interest due on such
portion of the Bonds so long as it is required to be held in escrow and (ii) the conditions for the
release of such proceeds from escrow, insofar as they relate to Tax Revenue coverage and satisfaction
of the Reserve Account Requirement, are substantially similar to those for the issuance of Additional
Bonds.

The term "Average Annual Debt Service" means the average Annual Debt Service
over all Bond Years. -

The term "Maximum Annual Debt Service" means the largest Annual Debt Service
during the period from the date of such determination through the final mawrity date of any
Outstanding Bonds.

Authorized Investments

The term "Authorized Investments” means any of the following which at the time of
investment are legal investments under the laws of the State for the moneys proposed to be invested
therein, as certified by the Agency to the Trustee:

A. Federal Securities;

B. Obligations of any of the following federal agencies which obligations
represent the full faith and credit of the United States of America, including:

- Export-Import Bank
- Farm Credit System Financial Assistance Corporation
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- Rural Economic Community Development Administration

- General Services Administration

- U.S. Maritime Administration

- Small business Administration

- Government National Mortgage Association (GNMA)

- U.S. Department of Housing & Urban Development (PHA’s)
- Federal Housing Administration

- Federal Financing Bank;

C. Direct obligations of any of the following federal agencies which obligations
are not fully guaranteed by the full faith and credit of the United States of America:

- Senior debt obligations rated "Aaa" by Moody’s issued by the Federal
National Mortgage Association (FNMA) or Federal Home Loan
Mortgage Corporation (FHLMC)

- Obligations of the Resolution Funding Corporation (REFCORP)

- Senior debt obligations of the Federal Home Loan Bank System

- Senior debt obligations of other Government Sponsored Agencies
approved by Ambac Assurance;

D. U.S. dollar denominated deposit accounts, federal funds and bankers’
acceptances with domestic commercial banks which have a rating on their short term certificates of
deposit on the date of purchase of "A-1" or A-1+" by S&P and "P-1" by Moody’s and maturing no
more than 360 days after the date of purchase. (Ratings on holding companies are not considered as
the rating of the bank.);

E. Commercial paper which is rated at the time of purchase in the single highest
classification, "A-1+" by S&P and "P-1" by Moody’s and which matures not more than 270 days
after the date of purchase;

F. Investments in a money market fund rated "AAAm" or "AAAm-G" or better
by S&P;

G. Pre-refunded Municipal Obligations defined as follows: Any bonds or other
obligations of any state of the United States of America or of any agency, instrumentality or local
governmental unit of any such state which are not callable at the option of the obligor prior to
maturity or as to which irrevocable instructions have been given by the obligor to call on the date
specified in the notice; and

(1) which are rated, based on an irrevocable escrow account or fund (the
"escrow"), in the highest rating category of S&P and Moody’s or any successors thereto; or

2) (i) which are fully secured as to principal and interest and redemption
premium, if any, by an escrow consisting only of cash or obligations described in paragraph A above,
which escrow may be applied only to the payment of such principal of and interest and redemption
premium, if any, on such bonds or other obligations on the maturity date or dates thereof or the
specified redemption date or dates pursuant to such irrevocable instructions, as appropriate, and (ii)
which escrow is sufficient, as verified by a nationally recognized independent certified public



accountant, to pay principal of and interest and redemption premium, if any, on the bonds or other
obligations described in this paragraph on the maturity date or dates specified in the irrevocable
instructions referred to above, as appropriate;

H. General obligations of states with a rating of at least "A2/A" or higher by
both Moody’s and S&P;

L Investment agreements approved in writing by Ambac Assurance with notice
to S&P; and

1. Other forms of investments (including repurchase agreements) approved in
writing by Ambac Assurance with notice to S&P.

The value of the above investments shall be determined as follows:

"Value," which shall be determined as of the end of each month, means that the value
of any investments shall be calculated as follows:

(1) As to investments the bid and asked prices of which are published on
a regular basis in The Wall Street Journal (or, if not there, then in The New York Times): the
average of the bid and asked prices for such investments so published on or most recently prior to
such time of determination;

2) As to investments the bid and asked prices of which are not published
on a regular basis in The Wall Street Journal or The New York Times: the average bid price at such
time of determination for such investments by any two nationally recognized government securities
dealers (selected by the Trustee in its absolute discretion) at the time making a market in such
investments or the bid price published by a nationally recognized pricing service;

3) As to certificates of deposit and bankers acceptances: the face amount
thereof, plus accrued interest; and

)] As to any investment not specified above: the value thereof established
by prior agreement between the Agency, the Trustee and Ambac Assurance.

Bonds, Series 1999 Bonds. Additional Bonds, Capital Appreciation Bonds, Serial Bonds. Term Bonds

The term "Bonds" means the Series 1999 Bonds and all Additional Bonds.

The term "Series 1999 Bonds" means the Redevelopment Agency of the City of
Riverside, Tax Allocation Bonds, 1999 Series A (Casa Blanca Redevelopment Project).

The term "Additional Bonds" means all tax allocation bonds of the Agency authorized
and executed pursuant to the Indenture and issued and delivered in accordance with Article Iv.

The term "Capital Appreciation Bonds" means any Additional Bonds described as
such when issued.



The term "Serial Bonds" means Bonds for which no mandatory sinking account
payments are provided.

The term "Term Bonds" means Bonds which are payable on or before their specified
maturity dates from mandatory sinking account payments established for that purpose and calculated
to retire such Bonds on or before their specified maturity dates.

Bond Insurance Policv

The term "Bond Insurance Policy" means the municipal bond insurance policy, if any,
issued by the applicable Bond Insurer and guaranteeing, in whole or in part, the payment of principal
of and interest on a Series of Bonds.

Bond Insurer

The term "Bond Insurer” means the issuer or issuers of a policy or policies of
municipal bond insurance (other than a Qualified Reserve Account Credit Instrument) obtained by the
Agency to insure the payment of principal of and interest on a Series of Bonds issued under the
Indenture, when due otherwise than by acceleration, and which, in fact, are at any time
insuring such Series of Bonds. With respect to the Series 1999 Bonds, the term "Bond Insurer”
means Ambac Assurance. For the purposes of this definition, all consents, approvals or actions
required by the Bond Insurer shall be unanimous action of all Bond Insurers if there is more than a
single Bond Insurer.

Bond Year

The term "Bond Year" means (i) with respect to the initial Bond Year, the period
extending from the date the Series 1999 Bonds are originally delivered to August 1, 1999, and (ii)
thereafter, each successive twelve month period ending on August 1.

Business Day

The term "Business Day" means a day other than a Saturday, a Sunday or a day on
which banks located in the city where the Corporate Trust Office of the Trustee is located are
required or authorized to remain closed.

Certificate of the Agency

The term "Certificate of the Agency" means an instrument in writing signed by the
Chairman or the Executive Director of the Agency, or by any other officer of the Agency duly
authorized by the Agency for that purpose.

City

The term "City" means the City of Riverside, California.



Closing Date

The term "Closing Date” means the date of delivery of a Series of Bonds to the
original purchaser thereof.

Code
The term "Code" means the Internal Revenue Code of 1986, and any regulations

promulgated thereunder.

Consultant’s Report

The term "Consultant’s Report" means a report signed by an Independent Financial
Consultant or an Independent Redevelopment Consultant, as may be appropriate to the subject of the
report, and including:

(1) a statement that the person or firm making or giving such report has read the
pertinent provisions of this Indenture to which such report relates;

(2) a brief statement as to the nature and scope of the examination or investigation
upon which the report is based;

(3) a statement that, in the opinion of such person or firm, sufficient examination or
investigation was made as is necessary to enable said Independent Financial Consultant or
Independent Redevelopment Consultant to express an informed opinion with respect to the
subject matter referred to in the report.

County
The term "County" means the County of Riverside, California.
Escrow Agent
The term "Escrow Agent" means U.S. Bank Trust National Association.

Escrow Agreement

The term "Escrow Agreement" means the Escrow Deposit and Trust Agreement (Casa
Blanca Redevelopment Project) dated as of April 1, 1999, by and between the Agency and the Escrow
Agent, relating to the advance refunding of the Prior Bonds.

Federal Securities

The term "Federal Securities" means United States Treasury notes, bonds, bills or
certificates of indebtedness, or other evidences of indebtedness secured by the full faith and credit of
the United States of America; and also any securities now or hereafter authorized both the interest on
and principal of which are guaranteed directly by the full faith and credit of the United States of
America, as and to the extent that such securities are eligible for the legal investment of Agency
funds.



Final Compounded Amount

The term "Final Compounded Amount" means the Accreted Value of a Capital
Appreciation Bond at maturity.

Fiscal Year

The term "Fiscal Year" means the period commencing on July 1 of each year and
terminating on the next succeeding June 30, or any other annual accounting period hereafter selected
and designated by the Agency as its Fiscal Year in accordance with the Law and identified in writing

to the Trustee.

Housing Fund

The term "Housing Fund" means the Low and Moderate Income Housing Fund
established pursuant to Section 33334.3 of the Law and held by the Agency.

Independent Certified Public Accountant

The term "Independent Certified Public Accountant” means any certified public
accountant or firm of such accountants duly licensed and entitled to practice and practicing as such
under the laws of the State of California, appointed and paid by the Agency, and who, or each of
whom:

(1) is in fact independent and not under the domination of the Agency;
(2) does not have any substantial interest, direct or indirect, with the Agency; and

(3) is not connected with the Agency as a member, officer or employee of the
Agency, but who may be regularly retained to make annual or other audits of the books of or

reports to the Agency.

Independent Financial Consultant

The term "Independent Financial Consultant” means a financial consultant or firm of
such consultants generally recognized to be well qualified in the financial consulting field, appointed
and paid by the Agency and who, or each of whom:

(1) is in fact independent and not under the domination of the Agency;
(2) does not have any substantial interest, direct or indirect, with the Agency; and

(3) is not connected with the Agency as a member, officer or employee of the
Agency, but who may be regularly retained to make annual or other reports to the Agency.



Independent Redevelopment Consultant

The term "Independent Redevelopment Consultant” means a consultant or firm of
such consultants generally recognized to be well qualified in the field of consulting relating to tax
allocation bond financing by California redevelopment agencies, appointed and paid by the Agency,
and who, or each of whom:

(1) is in fact independent and not under the domination of the Agency;

(2) does not have any substantial interest, direct or indirect, with the Agency; and

(3) is not connected with the Agency as a member, officer or employee of the
Agency, but who may be regularly retained to make annual or other reports to the Agency.

Information Services

The term "Information Services" means Financial Information, Inc.’s "Daily Called
Bond Service,” 30 Montgomery Street, 10th Floor, Jersey City, New Jersey 07302, Attention: Editor;
Kenny Information Services’ "Called Bond Service," 65 Broadway, 16th Floor, New York, New
York 10006; Moody’s "Municipal and Government," 99 Church Street, 8th Floor, New York, New
York 10007, Attention: Municipal News Reports; and Standard and Poor’s "Called Bond Record," 25
Broadway, 3rd Floor, New York, New York 10004; or to such other addresses and/or such other
services providing information with respect to called bonds as the Agency may designate to the
Trustee in writing.

Interest Pavment Date

The term "Interest Payment Date” means each February 1 or August 1 on which
interest on any Series of Bonds is scheduled to be paid, commencing August 1, 1999.

Law

The term "Law" means the Community Redevelopment Law of the State of California
(being Part 1 of Division 24 of the Health and Safety Code of the State of California, as amended),
and all laws amendatory thereof or supplemental thereto.

Outstanding

The term "Outstanding” when used as of any particular time with reference to Bonds,
means all Bonds except --

(1) Bonds theretofore canceled by the Trustee or surrendered to the Trustee for
cancellation;

(2) Bonds paid or deemed to have been paid; and

(3) Bonds in lieu of or in substitution for which other Bonds shall have been
authorized, executed, issued and delivered by the Agency pursuant to the Indenture.



Owner

The term "Owner" means the registered owner of any Outstanding Bond according to
the registration books held by the Trustee.

Plan Limitations

The term "Plan Limitations" means the limitations contained or incorporated in the
Redevelopment Plan on the aggregate amount of taxes which may be divided and allocated to the
Agency pursuant to the Redevelopment Plan.

Prior Bonds

The term "Prior Bonds" means the outstanding Redevelopment Agency of the City of
Riverside, Tax Allocation Refunding Bonds, 1993 Series A (Casa Blanca Redevelopment Project).

Project

The term "Project” means the undertaking of the Agency pursuant to the
Redevelopment Plan and the Law for the redevelopment of the Project Area.

Project Area

The term "Project Area" means the project area described in the Redevelopment Plan,
known as Casa Blanca Redevelopment Project.

Qualified Reserve Account Credit Instrument

The term "Qualified Reserve Account Credit Instrument” means an irrevocable
standby or direct-pay letter of credit or surety bond issued by a commercial bank or insurance
company and deposited with the Trustee, provided that all of the following requirements are met: (i)
at the time of issuance of the instrument, the long-term credit rating of such bank is within the highest
rating category of Moody’s and Standard & Poor’s, or the claims paying ability of such insurance
company is rated within the highest rating category of A.M. Best & Company and Standard &
Poor’s; (ii) such letter of credit or surety bond has a term of at least 12 months; (iii) such letter of
credit or surety bond has a stated amount at least equal to the portion of the Reserve Account
Requirement with respect to which funds are proposed to be released; and (iv) the Trustee is
authorized pursuant to the terms of such letter of credit or surety bond to draw thereunder amounts
necessary to carry out the purposes of the Reserve Account, including the replenishment of the
Interest Account, the Principal Account or the Sinking Account.

Record Date

The term "Record Date" means with respect to any Interest Payment Date, the
fifteenth calendar day of the month immediately preceding such Interest Payment Date, whether or not
such day is a Business Day.



Redevelopment Fund

The term "Redevelopment Fund" means the Casa Blanca Redevelopment Project
Redevelopment Fund held by the Trustee.

Redevelopment Plan

The term "Redevelopment Plan" means the Redevelopment Plan for the Project Area,
adopted and approved as the Official Redevelopment Plan for the Project Area by Ordinance
No. 4348 adopted by the City Council of the City on November 9, 1976, together with all
amendments thereof or supplements thereto heretofore or hereafter made in accordance with the Law.

Reserve Account Requirement

The term "Reserve Account Requirement” (to be confirmed by the Agency to the
Trustee upon the Trustee’s request) means, as of any calculation date, with respect to each Series of
Bonds, an amount equal to the least of (i) ten percent (10%) of the proceeds (within the meaning of
Section 148 of the Code) of that portion of such Series of Bonds Outstanding with respect to which
Annual Debt Service is calculated, (ii) 125% of Average Annual Debt Service of such Series or (iii)
Maximum Annual Debt Service of such Series.

Securities Depositories

The term "Securities Depositories” means: The Depository Trust Company, 711 Stewart
Avenue, Garden City, New York 11530, Fax-(516) 277-4039 or 4190; Midwest Securities Trust Company,
Capital Structures-Call Notification, 440 South LaSalle Street, Chicago, Illinois 60605, Fax-(312)
663-2343; Philadelphia Depository Trust Company, Reorganization Division, 1900 Market Street,
Philadelphia, Pennsylvania 19103, Attention: Bond Department, Dex-(215) 496-5058; or such other
addresses and/or such other securities depositories as the Agency may designate to the Trustee in writing.

Series

The term "Series", when used with reference to the Bonds, means all of the Bonds authen-
ticated and delivered on original issuance and identified pursuant to the Indenture or a Supplemental
Indenture authorizing such Bonds as a separate Series of Bonds, and any Bonds thereafter authenticated and
delivered in lieu of or in substitution for such Bonds pursuant to the Indenture.

Sinking Account Installment

The term "Sinking Account Installment” means the amount of money required by or
pursuant to this Indenture to be paid by the Agency on any single date toward the retirement of any
particular Term Bonds of any particular Series on or prior to their respective stated maturities.

Special Fund

The term "Special Fund" means the Casa Blanca Redevelopment Project Special Fund held
by the Agency.
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Supplemental Indenture

The term "Supplemental Indenture” means any indenture then in full force and effect which
has been entered into by the Agency and the Trustee, amendatory of or supplemental to this Indenture; but
only if and to the extent that such Supplemental Indenture is specifically authorized hereunder.

Suretv Bond

The term "Surety Bond" means the surety bond issued by Ambac Assurance guaranteeing
certain payments into the Reserve Account with respect to the Series 1999 Bonds as provided therein and
subject to the limitations set forth therein.

Tax Certificate

The term "Tax Certificate” means the Tax Certificate dated the date of the original delivery
of each Series of Bonds (except any Series of Bonds which the Agency shall certify to the Trustee is not
intended to meet the requirements for tax exemption under the Code) relating to the requirements of certain
provisions of the Code, as each such certificate may from time to time be modified or supplemented in
accordance with the terms thereof.

Tax Revenues

The term "Tax Revenues" means, for each Fiscal Year, the taxes (including all payments,
reimbursements and subventions, if any, specifically attributable to ad valorem taxes lost by reason of tax
exemptions and tax rate limitations) eligible for allocation to the Agency pursuant to the Law in connection
with the Project Area (excluding (a) amounts, if any, received by the Agency pursuant to Section 16111 of
the Government Code; and (b) amounts other than amounts required to pay principal or interest or other
financing charges with respect to bonds or other obligations issued to increase, improve or preserve the
supply of low and moderate income housing within or of benefit to the Project Area deposited by the
Agency in the Housing Fund pursuant to Section 33334.2 of the Law), as provided in the Redevelopment

Plan.

Total Maturity Amount

The term "Total Maturity Amount” means with respect to any Outstanding Bond other than
a Capital Appreciation Bond, the aggregate principal amount thereof and, with respect to any Outstanding
Capital Appreciation Bond, the Final Compounded Amount thereof.

Written Request of the Agency

The term "Written Request of the Agency" means an instrument in writing signed by the
Chairman or the Executive Director of the Agency or by any other officer of the Agency duly authorized
by the Agency for that purpose.
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Issuance of Additional Bonds

Conditions for the Issuance of Additional Bonds

The Agency may at any time after the issuance and delivery of the Series 1999 Bonds issue
Additional Bonds payable from the Tax Revenues and secured by a lien and charge upon the Tax Revenues
equal to and on a parity with the lien and charge securing the Outstanding Bonds theretofore issued under
the Indenture, but only subject to the following specific conditions:

(a) The Agency shall be in compliance with all covenants set forth in the Indenture.

(b) The issuance of such Additional Bonds shall have been duly authorized pursuant to the
Law and all applicable laws, and shall have been provided for by a Supplemental Indenture duly adopted by
the Agency which shall specify the following:

(1) The purpose for which such Additional Bonds are to be issued and the fund or
funds into which the proceeds thereof are to be deposited, including a provision requiring the proceeds of
such Additional Bonds to be applied solely for (i) the purpose of aiding in financing the Project, including
payment of all costs incidental to or connected with such financing, and/or (ii) the purpose of refunding any
Bonds or other indebtedness related to the Project, including payment of all costs incidental to or connected

with such refunding;
(2) The authorized principal amount of such Additional Bonds;

(3) The date and the maturity date or dates of such Additional Bonds; provided that
(i) Principal and Sinking Account Payment Dates may occur only on Interest Payment Dates, (ii) all such
Additional Bonds of like maturity shall be identical in all respects, except as to number, and (iii) fixed
serial maturities or mandatory Sinking Account Installments, or any combination thereof, shall be
established to provide for the retirement of all such Additional Bonds on or before their respective maturity

dates;

4) The Interest Payment Dates, which shall be on the same semiannual dates as
the Interest Payment Dates for the Series 1999 Bonds; provided, that such Additional Bonds may provide
for compounding of interest in lieu of payment of interest on such dates;

(5) The denomination and method of numbering of such Additional Bonds;

6) The redemption premiums, if any, and the redemption terms, if any, for
such Additional Bonds;

@) The amount and due date of each mandatory Sinking Account Instaliment, if
any, for such Additional Bonds;

(8) The amount, if any, to be deposited from the proceeds of such Additional
Bonds in the Interest Account;
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(9) The amount, if any, to be deposited from the proceeds of such Additional
Bonds into the Reserve Account; provided that the amount on deposit in the Reserve Account shall be
increased at or prior to the time such Additional Bonds become Outstanding to an amount at least equal to
the Reserve Account Requirement on all then Outstanding Bonds and such Additional Bonds, which amount
shall be maintained in the Reserve Account;

(10) The form of such Additional Bonds; and

(11) Such other provisions as are necessary or appropriate and not inconsistent with
the Indenture.

(c) The Tax Revenues based upon the assessed valuation of taxable property in the Project
Area as shown on the most recently equalized assessment roll preceding the date of the Agency’s adoption
of the Supplemental Indenture providing for the issuance of such Additional Bonds, calculated in
accordance with the following paragraph, plus, at the option of the Agency, the Additional Allowance shall
be in an amount equal to at least one hundred twenty-five percent (125%) of Maximum Annual Debt
Service following the issuance of such Additional Bonds, as evidenced by a Consultant’s Report.

For purposes of calculating Tax Revenues, (i) a tax rate of $1.00 per $100 of assessed
valuation shall be assumed, and (ii) assessed valuation shall be reduced by the number of pending
assessment appeals times the average reduction in assessed valuation granted upon assessment appeals
within the Project Area for the three most recent Fiscal Years.

For purposes of this subsection (c), the amount of Tax Revenues will be the amount
received in the most recent Fiscal Year (which may be the current Fiscal Year) for which records are
available from the County establishing the assessed valuations of property in the Project Area.

For the purposes of the issuance of Additional Bonds, Outstanding Bonds shall not include
any Bonds the proceeds of which are deposited in an escrow fund held by the Trustee or an escrow agent,
provided that: (i) such proceeds shall be invested in Authorized Investments at a rate of interest which,
together with amounts made available by the Agency from bond proceeds or otherwise, is at least sufficient
to pay Annual Debt Service on the foregoing Bonds; (ii) moneys may be transferred from the escrow fund
only if Tax Revenues for the then current Fiscal Year shall be at least equal to 1.25 times Maximum
Annual Debt Service on all Outstanding Bonds (exclusive of disqualified Bonds) less a principal amount of
Bonds which is equal to moneys on deposit in the escrow fund after each such transfer; and (iii) Additional
Bonds shall be redeemed from moneys remaining on deposit in the escrow fund at the expiration of a
specified escrow period.

In the event Additional Bonds are to be issued solely for the purpose of refunding and
retiring any Outstanding Bonds, interest and principal payments on the Outstanding Bonds to be so refunded
and retired from the proceeds of such Additional Bonds being issued shall be excluded from the foregoing
computation of Maximum Annual Debt Service. Nothing contained in the Indenture shall limit the issuance
of any tax allocation bonds of the Agency payable from the Tax Revenues and secured by a lien and charge
on the Tax Revenues if, after the issuance and delivery of such tax allocation bonds, none of the Bonds
theretofore issued will be Outstanding nor shall anything contained in the Indenture prohibit the issuance of
any tax allocation bonds or other indebtedness by the Agency secured by a pledge of tax increment
revenues (including Tax Revenues) subordinate to the pledge of Tax Revenues securing the Bonds.
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Tax Revenues; Creation of Funds

Pledge of Tax Revenues

All the Tax Revenues and all money in the Special Fund and in the funds or accounts so
specified and provided for in the Indenture, whether held by the Agency or the Trustee (except the Rebate
Fund), are irrevocably pledged to the punctual payment of the interest on and principal of and redemption
premiums, if any, on the Bonds, and the Tax Revenues and such other money shall not be used for any
other purpose while any of the Bonds remain Outstanding; subject to certain provisions of the Indenture
permitting application of Tax Revenues for other purposes under certain terms and conditions. This pledge
shall constitute a first lien on the Tax Revenues and such other money for the payment of the Bonds.

Special Fund: Receipt and Deposit of Tax Revenues

The Indenture continues a special fund known as the "Casa Blanca Redevelopment Project
Special Fund" (the "Special Fund") held by the Agency. The Agency shall deposit all of the Tax Revenues
received in any Bond Year in the Special Fund promptly upon receipt, until such time as the amounts on
deposit in the Special Fund equal the aggregate amounts required to be transferred to the Trustee for such
Bond Year.

A fund is established known as the "Casa Blanca Redevelopment Project Debt Service
Fund," to be held by the Trustee. On or before the fifth Business Day immediately preceding any Interest
Payment Date, the Agency shall withdraw from the Special Fund and deposit with the Trustee the amount
of money needed by the Trustee to make the required deposits to the debt service accounts. Upon notice
from the Trustee, the Agency shall withdraw from the Special Fund and deposit with the Trustee the
amount of money needed to make any required deposit to the Reserve Account.

All Tax Revenues received by the Agency at any time during any Bond Year in excess of
the amount required to be transferred to the Trustee during such Bond Year shall be released from the
pledge and the Agency may apply such excess Tax Revenues for any lawful purpose of the Agency.

Establishment of Other Funds.

In addition to the Special Fund, two special trust funds have been created, to be held by the
Trustee, called the "Casa Blanca Redevelopment Project Redevelopment Fund” (the "Redevelopment
Fund") and the "Casa Blanca Redevelopment Project Expense Fund" (the "Expense Fund").

Redevelopment Fund.

Moneys in the Redevelopment Fund are used for the purpose of aiding in financing the
Project (or for making reimbursements to the Agency for such costs theretofore paid by it), including
payment of all costs incidental to or connected with such financing. Any balance of money remaining in
the Redevelopment Fund after the date of completion of the financing of the Project shall, at the Written
Request of the Agency, be transferred by the Trustee to the Agency for deposit in the Special Fund.
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Expense Fund.

Moneys in the Expense Fund are used to pay costs and expenses incurred by the Agency in
connection with the authorization, issuance and sale of the Bonds. Upon the earlier of the payment in full
of such costs and expenses (or the making of adequate provision for the payment thereof, evidenced by a
Certificate of the Agency to the Trustee) or 180 days after delivery of the Bonds to the original purchaser,
any balance remaining in the Expense Fund is transferred to the Redevelopment Fund.

Establishment and Maintenance of Accounts for Use of Monevs in the Debt Service Fund.

All moneys in the Debt Service Fund are set aside by the Trustee in each Bond Year when
and as received in the following special accounts in the following order of priority:

(a) Interest Account. On or before each Interest Payment Date, the Trustee sets aside from
the Debt Service Fund and deposits in the Interest Account an amount of money which, together with any
previous balance, is equal to the aggregate amount of the interest becoming due and payable on all
Outstanding Bonds on the next Interest Payment Date. All moneys in the Interest Account are used and
withdrawn by the Trustee solely for the purpose of paying the interest on the Bonds as it shall become due
and payable (including accrued interest on any Bonds purchased or redeemed prior to maturity).

(b) Principal Account. On or before each Principal Payment Date, the Trustee sets aside
from the Debt Service Fund and deposits in the Principal Account an amount of money which, together
with any previous balance, is equal to the aggregate amount of the principal becoming due and payable on
all Outstanding Serial Bonds on the Principal Payment Date. In the event that there is insufficient money in
the Debt Service Fund to make in full all such principal payments and required Sinking Account
Installments, then the money available in the Debt Service Fund shall be applied pro rata to the making of
such principal payments and Sinking Account Installments in the proportion which all such principal
payments and Sinking Account Installments bear to each other.

All moneys in the Principal Account are used and withdrawn by the Trustee solely for the
purpose of paying the principal and redemption premium, if any, of the Serial Bonds as they shall become
due and payable.

(c) Sinking Account. On or before each Principal Payment Date, the Trustee sets aside
from the Debt Service Fund and deposits in the Sinking Account an amount of money equal to the Sinking
Account Installment, if any, payable on the Sinking Account Payment Date in such Bond Year. All
moneys in the Sinking Account are used by the Trustee to redeem Term Bonds.

(d) Reserve Account. On or before each Interest Payment Date, the Trustee sets aside
from the Debt Service Fund and deposits in the Reserve Account an amount of money (or other authorized
deposit of security, as contemplated by the following paragraph) as shall be required to restore the balance
in the Reserve Account to an amount equal to the Reserve Account Requirement for each Series of Bonds
then Outstanding, including repayment of any draw made under a Qualified Reserve Account Credit
Instrument (including the Surety Bond). No deposit need be made in the Reserve Account so long as there
shall be on deposit therein an amount equal to the Reserve Account Requirement for each Series of Bonds
then Outstanding. The Reserve Account is divided into subaccounts with respect to each Series of Bonds
and each subaccount is available only for payment of the Series of Bonds to which it relates. All money in
(or available to) the Reserve Account is used and withdrawn by the Trustee solely for the purpose of
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replenishing the Interest Account, the Principal Account or the Sinking Account in such order, in the event
of any deficiency at any time in any of such accounts, or for the purpose of paying the interest on or
principal of or redemption premiums, if any, on the Series of Bonds to which such subaccount relates in the
event that no other money of the Agency is lawfully available therefor, or for the retirement of all Bonds
then Outstanding. So long as the Agency is not in default, any amount in the Reserve Account in excess of
the Reserve Account Requirement may, upon Written Request of the Agency, be withdrawn from the
Reserve Account by the Trustee and transferred to the Agency. In the event that there shall be insufficient
money in the Debt Service Fund to make in full all required deposits to the subaccounts in the Reserve
Account, then the money available in the Debt Service shall be applied pro rata to the subaccounts in the
proportion which all the Reserve Account Requirements for each Series bear to each other.

(2) With the written consent of the Bond Insurer, the Reserve Account
Requirement may be satisfied by crediting to the Reserve Account moneys or a Qualified Reserve Account
Credit Instrument or any combination thereof, which in the aggregate makes funds available in the Reserve
Account in an amount equal to the Reserve Account Requirement. Upon the deposit with the Trustee of
such Qualified Reserve Account Credit Instrument, the Trustee shall release moneys then on hand in the
Reserve Account to the Agency, to be used for any lawful purpose relating to the Project Area, in an
amount equal to the face amount of the Qualified Reserve Account Credit Instrument.

If at any time the amount on deposit in, or credited to, the Reserve Account includes both
cash and the Surety Bond, any draw on the Surety Bond shall be made only after all cash in the Reserve
Account has been expended. If at any time the amount credited to the Reserve Fund includes both the
Surety Bond and a Qualified Reserve Fund Credit Instrument issued by an entity other than Ambac
Assurance, any draw on the Surety Bond shall be made on a pro rata basis with a draw on such other
Qualified Reserve Account Credit Instrument.

(¢) Surplus. After making the deposits referred to in paragraphs (a) through (d) above in
any Bond Year, the Trustee shall transfer any amount remaining on deposit in the Debt Service Fund to the
Agency to be used for any lawful purpose of the Agency.

Investment of Moneys in Funds and Accounts.

Moneys in the Debt Service Fund, the Interest Account, the Principal Account, the Sinking
Account, the Reserve Account, the Expense Fund (and any account therein), the Redevelopment Fund (and
any account therein) or the Rebate Fund are invested by the Trustee only in Authorized Investments. In the
absence of instructions the Trustee shall invest in the investments described in clause (f) of the definition of
" Authorized Investments.” The obligations in which moneys in the Debt Service Fund, the Interest
Account, the Principal Account or any Sinking Account are invested shall mature prior to the date on which
such moneys are estimated to be required to be paid out. The obligations in which moneys in the Reserve
Account are invested shall mature no later than the earlier of (a) five years from the date of purchase by the
Trustee or (b) the final maturity date of the Bonds, with two exceptions. An obligation which may be
redeemed at par at the option of the Trustee on the Business Day prior to any Interest Payment Date, or an
investment agreement which permits the Trustee to withdraw invested amounts on any Business Day, on no
more than five Business Days’ notice, without penaity, may have any maturity. Any interest, income or
profits from the deposits or investments of all funds (except the Redevelopment Fund, Expense Fund and
Rebate Fund) and accounts are deposited in the Debt Service Fund. For purposes of determining the
amount on deposit in any fund or account, all Authorized Investments credited to such fund or account shall
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be valued monthly at the lower of cost or market value (excluding accrued interest and brokerage
commissions, if any).

Amounts deposited in the Special Fund may be invested in any obligations in which the

Agency may lawfully invest its funds.
Covenants of the Agency

Punctual Payment

The Agency will punctually pay the interest on and principal of and redemption premiums,
if any, to become due with respect to the Bonds, but only from Tax Revenues, in strict conformity with the
terms of the Bonds and of the Indenture and will faithfully satisfy, observe and perform all conditions,
covenants and requirements of the Bonds and of the Indenture.

Against Encumbrances

The Agency will not mortgage or otherwise encumber, pledge or place any charge upon any
of the Tax Revenues, except as provided in the Indenture, and will not issue any obligation or security
superior to or on a parity with the Bonds payable in whole or in part from the Tax Revenues (other than
Additional Bonds).

Extension or Funding of Claims for Interest

In order to prevent any claims for interest after maturity, the Agency will not, directly or
indirectly, extend or consent to the extension of the time for the payment of any claim for interest on any
Bonds and will not, directly or indirectly, be a party to or approve any such arrangements by purchasing or
funding claims for interest or in any other manner.

Management and Operation of Properties

The Agency will manage and operate all properties owned by the Agency and comprising
any part of the Project in a sound and business-like manner and in conformity with all valid requirements of
any governmental authority relative to the Project, and will keep such properties insured at all times in
conformity with sound business practice.

Payment of Claims

The Agency will pay and discharge all lawful claims for labor, materials or supplies which,
if unpaid, might become a lien or charge upon the properties owned by the Agency or upon the Tax
Revenues, or upon any funds in the hands of the Trustee, or which might impair the security of the Bonds.

Records and Accounts; Financial and Project Statements

The Agency will keep proper books of record and accounts, separate from all its other
records and accounts, in which complete and correct entries shall be made of all transactions relating to the
Project. Such books of record and accounts shall at all times during business hours be subject to the
inspection of the Trustee or of the Owners of not less than ten per cent (10%) of the aggregate principal
amount of the Bonds then Outstanding or their representatives authorized in writing.
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The Agency will prepare and file with the Trustee annually as soon as practicable, but in
any event not later than 270 days after the close of each Fiscal Year, an audited financial statement in
reasonable detail relating to the Tax Revenues and all funds or accounts established pursuant to the
Indenture for the preceding Fiscal Year along with the related opinion of an Independent Certified Public
Accountant. The Agency will furnish a copy of such audited financial statement to any Owner upon written
request and will distribute a reasonable number of copies to investment bankers, security dealers and others
interested in the Bonds.

Protection of Security and Rights of Owners

The Agency will preserve and protect the security of the Bonds and the rights of the
Owners, and will warrant and defend their rights against all claims and demands of all persons. From and
after the sale and delivery of any Bonds by the Agency, such Bonds shall be incontestable by the Agency.

Payment of Taxes and Other Charges

The Agency will pay and discharge when due all taxes, service charges, assessments and
other governmental charges which may be lawfully imposed upon the Agency or any properties owned or
revenues received by the Agency in the Project Area.

Financing the Project

The Agency will commence and complete the financing of the Project in a sound,
economical and expeditious manner and in conformity with the Redevelopment Plan and the Law.

Taxation of Leased Property

Whenever any property in the Project is redeveloped by the Agency and then is leased out
by the Agency, or whenever the Agency leases out any real property in the Project for redevelopment, the
property shall be assessed and taxed in the same manner as privately-owned property, and the lease shall
provide (1) that the lessee shall pay taxes upon the assessed value of the entire property and not merely
upon the assessed value of the leasehold interest, and (2) that if for any reason the taxes paid by the lessee
on such property in any year are less than the taxes that would have been payable upon the entire property
if the property were assessed and taxed in the same manner as privately-owned property, the lessee shall
pay such difference to the Agency within thirty (30) days after the taxes for such year become payable, and
in any event prior to the delinquency date of such taxes established by law. Such payments shall be treated
as Tax Revenues and shall be deposited by the Agency in the Special Fund.

Disposition of Property in Project Area

Except as provided below, the Agency will not authorize the disposition of any real
property in the Project Area to anyone which will result in such property becoming exempt from taxation
(except for public ownership or use contemplated by the Redevelopment Plan, or property to be used for
public streets or public off-street parking facilities or easements or rights of way for public utilities, or
other similar uses) if such disposition, together with all similar prior dispositions, shall comprise more than
ten per cent (10%) of the land in the Project Area. If the Agency proposes to make any such disposition
which, together with all similar dispositions, shall comprise more than ten per cent (10%) of the land area,
it shall cause to be filed with the Trustee a Consultant’s Report on the effect of such proposed disposition.
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If the Consultant’s Report concludes that the Tax Revenues will not be materially reduced by the proposed
disposition, the Agency may proceed with it. If the Consultant’s Report concludes that Tax Revenues will
be materially reduced, however, the Agency shall not proceed with the proposed disposition unless the
Agency requires the new owner or owners either to:

(1) Pay to the Agency, so long as any of the Bonds are Outstanding, an amount equal to
the amount that would have been received by the Agency as Tax Revenues if such property were assessed
and taxed in the same manner as privately-owned non-exempt property, which payment shall be made
within thirty (30) days after taxes for each year would become payable and in any event prior to the
delinquency date established by law; or

(2) Pay to the Agency a single sum equal to the amount estimated and certified to the
Agency by an Independent Redevelopment Consultant to be receivable from taxes on such property from
the date of such payment to the last maturity date of all Outstanding Bonds, less a reasonable discount

value.

All such payments to the Agency in lieu of taxes shall be treated as Tax Revenues and shall
be deposited by the Agency in the Special Fund.

Amendment of Redevelopment Plan

If the Agency proposes to amend the Redevelopment Plan, it shall cause to be filed with
the Trustee a Consultant’s Report on the effect of the proposed amendment. Unless the Consultant’s
Report concludes that Tax Revenues will not be materially reduced by the proposed amendment, the
Agency may not approve it.

Tax Revenues

The Agency shall comply with all requirements of the Law to insure the allocation and
payment to it of the Tax Revenues, including the timely filing of any necessary statements of indebtedness
with appropriate officials of Riverside County.

Further Assurances

The Agency shall adopt, make, execute and deliver any further indentures, instruments and
assurances as may be needed to carry out the intention or to facilitate the performance of the Indenture.

Tax Covenants: Rebate Fund

The Trustee shall establish and maintain with respect to each Series of Bonds (other than
any Series of Bonds exempt from the requirements of Section 148 of the Code related to rebate of arbitrage
earnings) a fund separate from any other fund or account designated as the "Series ___ Rebate Fund."
Upon the written direction of the Agency, there shall be deposited in the Rebate Fund such amounts as are
required pursuant to the Tax Certificate. All money at any time deposited in the Rebate Fund shall be held
by the Trustee in trust, to the extent required to satisfy the Rebate Requirement (as defined in the Tax
Certificate), for payment to the United States of America. Notwithstanding the provisions relating to the
pledge of Tax Revenues, the allocation of money in the Special Fund, the investments of money in any
fund or account and the defeasance of Outstanding Bonds, all amounts required to be deposited into or on
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deposit in the Rebate Fund shall be governed exclusively by this covenant and by the Tax Certificate. The
Trustee shall be deemed conclusively to have complied with such provisions if it follows the Written
Request of the Agency, and shall have no liability or responsibility to enforce compliance by the Agency
with the terms of the Tax Certificate.

The Agency shall not use or permit the use of any proceeds of Bonds or any funds of the
Agency, directly or indirectly, to acquire any securities or obligations, and shall not take or permit to be
taken any other action or actions, which would cause any Bonds to be "arbitrage bonds" within the meaning
of Section 148 of the Code of "federally guaranteed" within the meaning of Section 149(b) of the Code and
any applicable requirements promulgated from time to time under that Section and under Section 103(c) of
the Internal Revenue Code of 1954, as amended. The Agency shall observe and not violate the
requirements of Section 148 of the Code and any such applicable regulations. The Agency shall comply
with all requirements of Sections 148 and 149(d) of the Code to the extent applicable to the Bonds.

The Agency shall not use or permit the use of any proceeds of the Bonds or any funds of
the Agency, directly or indirectly, in any manner, and shall not take or omit to take any action that would
cause any of the Bonds to be treated as an obligation not described in Section 103(a) of the Code.

The foregoing covenant shall not apply to any taxable Series of Bonds.

Agreements with Taxing Agencies

The Agency shall not enter into any agreement or amend any existing agreement with a
taxing agency entered into (i) pursuant to Section 33401 of the Law or (ii) which operates as a waiver of
the Agency’s right to receive Tax Revenues under the Redevelopment Plan, unless the Agency’s obligations
under such agreement are made expressly subordinate and junior to the Agency’s obligations under the
Indenture and the Bonds.

Annual Review of Tax Revenues

The Agency shall annually review the total amount of Tax Revenues remaining available to
be received by the Agency under the Redevelopment Plan’s cumulative tax increment limitation, as well as
future cumulative Annual Debt Service. The Agency shall not accept Tax Revenues greater than Annual
Debt Service, in any year, if such acceptance will cause the amount remaining under the tax increment limit
to fall below remaining cumulative Annual Debt Service, except for the purpose of depositing such
revenues in escrow for the payment of interest on and principal of and redemption premiums, if any, on the
Bonds.

Housing Fund.
The Agency shall use the moneys in the Housing Fund in accordance with the Law, and
disburse, expend or encumber any "excess surplus” (as defined in the Law) in the Housing Fund at such

times and in such manner that the Agency will not be subject to sanctions pursuant to the Law.

Continuing Disclosure.

The Agency shall provide the annual financial information and operating data and notices of
material events that are required by SEC Rule 15¢2-12(b)(5), in accordance with a Continuing Disclosure



Certificate to be executed and delivered by the Agency upon delivery of a Series of Bonds to the original
purchaser thereof.

Amendment of the Indenture

Amendment by Consent of Owners

The Indenture and the rights and obligations of the Agency and of the Owners may be
amended at any time by a Supplemental Indenture which shall become binding when the written consents of
the Owners of at least a majority in aggregate principal amount of the Bonds then Outstanding and the
written consent of the Bond Insurer, if any, are filed with the Trustee. No amendment shall (1) extend the
maturity of or reduce the interest rate on, or otherwise alter or impair the obligation of the Agency to pay
the interest or principal or redemption premium, if any, of any Bond, without the express written consent
of the Owner of that Bond, or (2) permit the creation by the Agency of any mortgage, pledge or lien upon
the Tax Revenues superior to or on a parity with the pledge and lien created in the Indenture for the benefit
of the Bonds, or (3) reduce the percentage of Bonds required for written consent to any amendment, or (4)
modify the rights or obligations of the Trustee without its prior written assent.

The Indenture and the rights and obligations of the Agency and of the Owners may also be
amended at any time by a Supplemental Indenture which shall become binding upon execution, without the
consent of Owners, but only to the extent permitted by law and only for one or more of the following

purposes:

(a) To add other covenants and agreements to the Indenture, or to surrender any right or
power reserved to or conferred upon the Agency;

(b) To make provisions for the purpose of curing any ambiguity, or of curing, correcting
or supplementing any defective provision contained in the Indenture, or in regard to questions
arising under the Indenture, as the Agency may deem necessary or desirable and not inconsistent
with the Indenture, and which shall not materially adversely affect the interests of the Owners;

(¢) To provide for the issuance of Additional Bonds, and to provide the terms and
conditions under which the Additional Bonds may be issued;

(d) To modify, amend or supplement the Indenture to permit its qualification under the
Trust Indenture Act of 1939, as amended, or any similar federal statute, and which shall not
materially adversely affect the interests of the Owners;

(e) To maintain the exclusion of interest on the Bonds from gross income for federal
income tax purposes (except with respect to taxable Bonds);

(f) To the extent necessary to obtain a Bond Insurance Policy, to obtain a rating on the
Bonds or in connection with satisfying all or a portion of the Reserve Account Requirement by
crediting a letter of credit or Bond Insurance Policy to the Reserve Account; or

(g) For any other purpose that does not materially adversely affect the interests of the
Owners.



Disqualified Bonds

Bonds owned or held by or for the account of the Agency or the City are not deemed
Outstanding for the purpose of any consent or other action provided for in the Indenture.

Events of Default and Remedies of Owners

Events of Default and Acceleration of Maturities

The following are "Events of Default":

(a) Default in the due and punctual payment of the principal of or redemption premium,
if any, on any Bond when due and payable, whether at maturity, by declaration or otherwise;

(b) Default in the due and punctual payment of the interest on any Bond when due and
payable;

©) Default by the Agency in the observance of any of its agreements or covenants, if
the default shall have continued for a period of 60 days after the Agency shall have been given
notice in writing by the Trustee (unless the Agency commences to cure the default within the
60-day period and thereafter diligently and in good faith proceeds to cure the default within a
reasonable period of time); or

(d) Filing by the Agency of a petition or answer seeking reorganization or arrangement
under the federal bankruptcy laws or any other applicable law of the United States of America, or
approval by a court of competent jurisdiction of a petition, filed with or without the consent of the
Agency, seeking reorganization under the federal bankruptcy laws or any other applicable law of
the United States of America, or the assuming, under the provisions of any other law for the relief
or aid of debtors, by any court of competent jurisdiction of custody or control of the Agency of the
whole or any substantial part of its property.

In each case during the continuance of an Event of Default, the Trustee may, and upon the
written request of the Owners of not less than a majority in aggregate principal amount of the Bonds at the
time Outstanding, shall, by notice in writing to the Agency, declare the principal of all of the Bonds then
Outstanding, and the interest accrued thereon, to be due and payable immediately. Upon this declaration
those amounts shall become immediately due and payable, subject to the prior written consent of the Bond
Insurer.

If, at any time after the principal of the Bonds shall have been declared due and payable,
and before any judgment or decree for the payment of the money due shall have been obtained or entered,
the Agency shall deposit with the Trustee a sum sufficient to pay all principal of the Bonds matured prior to
such declaration and all matured installments of interest (if any) upon all the Bonds, with interest on the
overdue installments of principal and interest, and the expenses of the Trustee, and any and all other
defaults known to the Trustee shall have been made good or cured to the satisfaction of the Trustee, then,
and in every case, the Owners of at least a majority in aggregate principal amount of the Bonds then
Outstanding, by written notice to the Agency and to the Trustee, may rescind and annul such declaration
and its consequences. However, no such rescission or annulment shall occur without the prior written

B-22



consent of the Bond Insurer. No rescission and annulment shall extend to or shall affect any subsequent
default, or shall impair or exhaust any related right or remedy.

Application of Funds Upon Acceleration

All money in the funds and accounts provided for in the Indenture (other than the Rebate
Fund) upon the date of the declaration of acceleration by the Trustee, and all Tax Revenues thereafter
received by the Agency, shall be transmitted to the Trustee and shall be applied by the Trustee in the
following order:

First, to the payment of the costs and expenses of the Trustee and thereafter to the payment
of the costs and expenses of the Owners in providing for the declaration of such Event of Default, including

reasonable compensation to their agents and counsel;

Second, upon presentation of the several Bonds, and the stamping thereon of the amount of
the payment if only partially paid, or upon the surrender thereof if fully paid, to the payment of the whole
amount then owing and unpaid upon the Bonds for interest and principal, with interest on the overdue
interest and principal at the rate of interest which would have been paid on such overdue principal, and in
case such money shall be insufficient to pay in full the whole amount so owing and unpaid upon the Bonds,
then to the payment of such interest, principal and interest on overdue interest and principal without
preference or priority among such interest, principal and interest on overdue interest and principal, ratably
to the aggregate of such interest, principal and interest on overdue interest and principal.

Other Remedies of Owners

Any Owner shall have the right for the equal benefit and protection of all Owners similarly
situated:

(a) By mandamus or other suit or proceeding at law or in equity to enforce his rights
against the Agency and any of the members, officers and employees of the Agency, and to compel
the Agency or the members, officers or employees to perform and carry out their duties under the
Law and their agreements with the Owners as provided in the Indenture;

(b) By suit in equity to enjoin any acts or things which are unlawful or violate the rights of
the Owners; or

(c) Upon the happening of an Event of Default, by a suit in equity to require the Agency
and its members, officers and employees to account as the trustee of an express trust.

Non-Waiver

None of the foregoing provisions shall affect or impair the obligation of the Agency, which
is absolute and unconditional, to pay the interest on and principal of the Bonds to the Owners at the
respective dates of maturity out of the Tax Revenues, or affect or impair the right of action, which is also
absolute and unconditional, of Owners to institute suit to enforce payment by virtue of the contract
embodied in the Bonds and in the Indenture.



A waiver of any default or breach of duty or contract by any Owner shall not affect any
subsequent default or breach of duty or contract, or impair any rights or remedies on any subsequent
default or breach. No delay or omission by any Owner or the Trustee to exercise any right or power
accruing upon any default shall impair any such right or power or shall be construed to be a waiver of any
default, and every power and remedy conferred upon the Owners may be enforced and exercised from time
to time and as often as deemed expedient by the Owners.

If any suit, action or proceeding to enforce any right or exercise any remedy is abandoned

or determined adversely to the Owners, the Trustee, the Agency and the Owners shall be restored to their
former positions, rights and remedies as if such suit, action or proceeding had not been brought or taken.

Actions by Trustee as Attorney-in-Fact

Any suit, action or proceeding which any Owner may bring to enforce any right or remedy
may be brought by the Trustee for the equal benefit and protection of all Owners, and the Trustee is
appointed the attorney-in-fact of the Owners for the purpose of bringing any such suit, action or proceeding
and to perform any acts on behalf of the Owners. The Trustee shall have no duty or obligation to enforce
any right or remedy unless it has been indemnified by the Owners from any liability or expense.

Remedies Not Exclusive

No remedy conferred upon the Owners is intended to be exclusive of any other remedy.
Every remedy shall be cumulative and shall be in addition to every other remedy given at law or in equity
or by statute or otherwise.

Owners’ Direction of Proceedings

The Owners of a majority in aggregate principal amount of the Bonds then Outstanding
shall have the right, with the written consent of the Bond Insurer, by an instrument or concurrent
instruments in writing executed and delivered to the Trustee and upon furnishing the Trustee with
indemnification satisfactory to it, to direct the method of conducting all remedial proceedings taken by the
Trustee, provided that such direction shall not be otherwise than in accordance with law and the provisions
of the Indenture. The Trustee may take any other action deemed proper by the Trustee which is not
inconsistent with such direction and may decline to follow any direction which the Trustee believes would
be unjustly prejudicial to other Owners.

Limitation on Owners’ Right to Sue

No Owner of any Bond shall have the right to institute any suit, action or proceeding at law
or in equity, for the protection or enforcement of any right or remedy under the Indenture, the Law or any
other applicable law, unless (1) the Owner shall have given to the Trustee written notice of the occurrence
of an Event of Default; (2) the Owners of not less than twenty-five percent (25%) in aggregate principal
amount of the Bonds then Outstanding shall have made written request upon the Trustee to exercise the
remedial powers reserved to the Owners or to institute suit, action or proceeding in its own name; (3) the
Owner or Owners shall have tendered to the Trustee reasonable indemnity against the costs, expenses and
liabilities to be incurred in compliance with the request; (4) the Trustee shall have refused or omitted to
comply with the request for a period of sixty (60) days; and (5) the Trustee shall not have received contrary
directions from the Owners of a majority in aggregate principal amount of the Bonds then Outstanding.
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Defeasance

Discharge of Indebtedness

If the Agency shall pay or cause to be paid, or there shall otherwise be paid, to the Owners
of all Outstanding Bonds the interest due thereon and the principal thereof, at the times and in the manner
stipulated therein and in the Indenture, then the Owners of such Bonds shall cease to be entitled to the
pledge of Tax Revenues, and all covenants, agreements and other obligations of the Agency to the Owners
of such Bonds under the Indenture shall cease. In that event, the Trustee shall execute and deliver to the
Agency instruments to evidence such discharge and satisfaction and, after payment of amounts due the
Trustee, shall pay over to the Agency all money or securities held by the Trustee which are not required
for the payment of the interest due on and the principal of such Bonds other than the moneys, if any, in the
Rebate Fund.

Bonds for the payment of which money shall have been set aside to be held in trust by the
Trustee for payment at the maturity or redemption date shall be deemed, as of the date of such setting
aside, to have been paid.

Any Outstanding Bonds shall prior to the maturity date thereof be deemed to have been paid
only if there shall have been deposited with the Trustee, or another fiduciary or escrow agent, either money
in an amount which shall be sufficient, or Federal Securities'the principal of and the interest on which when
paid will provide money which shall be sufficient to pay when due the interest due and to become due on
such Bonds on and prior to the maturity date or earlier redemption date, and the principal of and
redemption premium, if any. In addition, the Agency shall have given the Trustee irrevocable instructions
to mail, as soon as practicable, a notice to the Owners of such Bonds that the required deposit has been
made and that the Bonds are deemed to have been paid and stating the maturity date or earlier redemption
date upon which money is to be available for payment.

Miscellaneous

Liabilitv of Agencv Limited to Tax Revenues

The Bonds are limited obligations of the Agency and are payable, as to interest and
principal, exclusively from the Tax Revenues. The Agency is not obligated to pay them except from the
Tax Revenues. The Tax Revenues constitute a trust fund for the security and payment of the interest on
and the principal of the Bonds. The Bonds are not a debt of the City of Riverside, the State of California
or any of its political subdivisions. The Bonds do not constitute an indebtedness within the meaning of any
constitutional or statutory limitation or restriction, and neither the members of the Agency nor any persons
executing the Bonds are liable personally on the Bonds by reason of their issuance.

Bond Insurance

The Indenture sets forth procedures for payment under the Bond Insurance Policy and the
Surety Bond and certain rights of Ambac Assurance, including the right to direct all remedies following an
Event of Default.
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APPENDIX C

AUDITED FINANCIAL STATEMENTS
FOR FISCAL YEAR ENDED JUNE 30, 1998
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FISCAL CONSULTANT'S REPORT
1999 TAX ALLOCATION BONDS
FOR THE
REDEVELOPMENT AGENCY OF THE CITY OF RIVERSIDE

CASA BLANCA REDEVELOPMENT PROJECT

I. INTRODUCTION AND BACKGROUND

This Fiscal Consultant Report (“Report”) has been prepared at the request of the Redevelopment
Agency of the City of Riverside (“Agency”) to substantiate the availability of tax increment
revenues generated within the Casa Blanca Project Area (“Project Area”) to support the
Agency’s proposed tax allocation bonds (“Bonds”).

This Report presents historical assessment information and future revenue projections for the
Casa Blanca Project Area, which was adopted in 1976. Background assumptions and other
pertinent information is provided in the text of the Report, and detailed information is presented
in the following tables which are attached to the Report:

Table A: Historical Assessed Valuations and Tax Increment Receipts
Table B:  Projected Tax Increment Revenues
Table C:  1997-98 Top Ten Taxpayers

The projected assessed values and tax revenues presented in this Report are based upon
assumptions formulated from the following:

1. historical growth trends;

2. trended growth in valuation as permitted by Article XIIIA of the California
Constitution; and

1

3. assessment and apportionment procedures of the County of Riverside (“County™).

Revenue projections have been conservatively estimated in order to reduce the possibility of
overstating future tax increment revenues. While precautions have been taken to assure the
accuracy of the data used in the formulation of these projections, it cannot be ensured that
projected valuations will be realized. Actual values may be affected by future events and
conditions that cannot be controlled or predicted with certainty.

Rosenow Spevacek Group, Inc. Riverside Redevelopment Agency
March 12, 1999 1 Fiscal Consultant’s Report, 1999 Bonds
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II. HISTORICAL ASSESSED VALUATIONS AND TAX INCREMENT RECEIPTS

The Redevelopment Plan for the Project Area provides that the Agency may collect tax
increment revenue to finance redevelopment project implementation.

Tax increment revenue is generated from increases in the total assessed value above the base year
value. The County Auditor-Controller reports the current year and base year values for the
Project Area in August of each year. The components of the base year valuation as reported in
1998-99 by the Auditor-Controller of Riverside County, are:

BASE YEAR ASSESSED
VALUATION
CASA BLANCA
PROJECT AREA
Secured $18,819,332
Unsecured $347,804
TOTALS $19,167,136

The historical assessed values for the Casa Blanca Project Area are presented on Table A.
III. FUTURE TAX INCREMENT PROJECTIONS

Future tax increment growth will be based upon the following factors:
a. “Proposition 13" Inflationary Adjustments
b. Increases in Value Caused by Ownership Changes
c. Increases in Value Caused by New Construction

In all cases, conservative growth assumptions have been made to avoid the possibility of
overstating projected revenues.

Growth Assumptions. The following assumptions have been made in the tax increment
projections related to the secured roll, unsecured roll, Unitary Utility, and new development.

a. Secured Roll. The projections assume a 2% annual increase in the secured assessed
valuation, which is the maximum annual increase permitted by Article XIIIA of the
California Constitution (“Proposition 13”). Since the passage of Proposition 13 in 1976,
there have only been three years when the inflationary adjustment has been less than 2%.
This occurred once in the early 1980s and in fiscal years 1995-96 and 1996-97. For fiscal
years 1995-96 and 1996-97, the actual increases imposed by Article XIIIA were 1.19% and
1.11%, respectively. Because real estate values have stabilized, the projections assume a
return to 2% inflationary growth.

Rosenow Spevacek Group, Inc. Riverside Redevelopment Agency
March 12, 1999 Fiscal Consultant’s Report, 1999 Bonds
Cusua Blanca Redevelopment Project
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b.  Unsecured Roll. Assumed to remain the same over projection period (no growth projected).
c.  Utility Roll. Assumed to remain the same over projection period (no growth projected).

d. New Development. Research of building permits issued in the last quarter of 1997 to date,
provided values for construction in-progress which will likely not be reflected in the 1998-
99 roll. Values associated with these building permits have been added to the projections in
1999-00.

CASA BLANCA PROJECT AREA

NEW DEVELOPMENT ASSESSED VALUATION
(from building permit data)

Type & Description Permit/Issue Date Valuation
Remove/Resheet/Reroof 11/5/97 19,800
TI Carpenter Co. 4/8/98 2,000,000
Foam Separator Equipment 6/1/98 1,000,000
TI Rinse Water Cont. 5/26/98 15,000
Total: $3,034,800

e. Changes in Ownership. Although changes in ownership will occur and will typically cause
increases in assessed valuation, the actual rate of sales is unpredictable; therefore, the
revenue projections do not reflect any assessed value growth pertaining to property sales.

Tax Rates. The 1997-98 tax rate for the Casa Blanca tax rate area is as follows:

1997-98 Tax Rate

CASABLANCA
PROJECT AREA

Tax Rate
1.02179

TRA No.
09-045

The 1998-99 tax rate is not yet available. Because the override rate could be reduced in
subsequent years as indebtedness is paid, the projections assume only a 1% tax rate.

Rosenow Spevacek Group, Inc. Riverside Redevelopment Agency
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Unitary Utility Revenue. As provided by Assembly Bill 454, property tax revenue from unitary
utility property is disbursed in a different manner than revenue from nonunitary property.
Because unitary utility revenues have remained generally constant in the past years, it has been
assumed that the levels of unitary utility revenue will remain at the 1997-98 level in the revenue
projections.

Tax Collection Fee/Delinquencies/Supplemental Roll. Actual tax increment disbursements are
reduced to reflect the tax collection fee charged by the County Auditor-Controller pursuant to
Senate Bill 2577. The tax collection fee varies slightly from year-to-year; during 1997-98, the
County Auditor-Controller reported that the tax collection fee was 1.8% of the total tax
increment revenue paid to the Agency for the Project Area.

Actual tax increment receipts will be reduced to reflect tax collection fees charged by the County
of Riverside. Receipts may increase or decrease by the amount of supplemental roll revenue and
prior supplemental roll refunds. Because these costs/revenues/refunds cannot be accurately
projected, and historically the revenues have exceeded the costs resulting in slightly higher
revenues than anticipated, no provision is made to reflect their impact on future revenues.

The Agency has been placed on the County’s “Teeter Plan,” which stabilizes property tax
payments at 100% of anticipated receipts. Consequently, delinquent property taxes do not
impact the Agency’s tax increment revenues. The Auditor-Controller remits tax increment
revenues to the Agency in several payments throughout each fiscal year.

Low and Moderate Income Housing Fund Deposits. The Law requires the Agency to deposit
20% of a project area’s tax increment revenue into a Low and Moderate Income Housing Fund
for the purposes of maintaining and expanding the supply of housing affordable to very low, low,
and moderate income households, unless certain findings are made. The projections assume that
the Project Area allocates 20% of gross tax increment to this purpose.

Pavments to Affected Taxing Entities

The Agency has entered into certain agreements with affected taxing entities which are generally
summarized below.

Prior to 1994, Section 33401 of the Health and Safety Code allowed redevelopment agencies to
pay to any other entity collecting property taxes within the redevelopment project area a portion
of tax increment revenues to alleviate any financial burden related to the redevelopment project.
The terms of the agreement and percentages of tax revenue to be paid to each taxing entity
pursuant to the agreement are reflected in the following summary table. Certain of these
payments are subordinated to bond debt service if certain requirements are met. Agreements
subject to subordination are noted on the table.

Rosenow Spevacek Group, Inc. Riverside Redevelopment Agency
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TAX SHARING AGREEMENTS

CASA BLANCA PROJECT AREA
Subord-| Entity
Taxing Entity inated | Share P/T % Special Provisions
Payments:
County of Riverside YES | 2896% | — » $100K inflated at CPI (6% assumed)
Co. Share of Inflationary Revenue
County Flood Control | YES 3.28% |(a) 37.5% of T.L
After LM &
Co. Admin
(3.28*.8*
.989 * 375
(b) 100% of
Inflationary Rev
Riverside Unified YES | 42.96% | 30% after L/M |Revised Base Year is 1989-90 for purpose of
School District & Co Admin |calculating T.I. Subject to pass-thru
| (42.96* 8* |(BY Value= $132,104,368)
.989 * .3)
Riverside Community | YES 5.24% 30% after L/M |Revised Base Year is 1989-90 for purpose of
College District & Co Admin |calculating T.I. Subject to pass-thru
(5.24*.8* |(BY Value = $132,104,368)
.989 * 375)
Superintendent of YES 2.96% | 37.5% after L’'M [Revised Base Year is 1989-90 for purpose of
Schools & Co Admin |calculating T.I. Subject to pass-thru
(296 *.8* |(BY Value = $132,104,368)
.989 * 3)
KEY:
P/T% = Pass Through Percent T.I. = Tax Increment
Co. Admin. = County Administrative Fee BY = Base Year
L/M = Low/Mod Housing M = Million
G.T.1.= Gross Tax Increment K = Thousand
Rosenow Spevacek Group, Inc. Riverside Redevelopment Agency
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IV. REDEVELOPMENT PLAN LIMITATIONS

The Redevelopment Plan for the Project Area sets forth the following limitations applicable to
the availability of tax increment revenues for the Bonds.

Revenue and Time Limits. Pursuant to changes in the California Community Redevelopment
Law, Health and Safety Code Section 33000 et seq. (“Law”), which took effect on January 1,
1994, the Redevelopment Plan contains specific provisions and limitations that apply to the
Project Area, as shown below:

PLAN LIMITS

CASA BLANCA
PROJECT AREA

TIME LIMITS AB 1920
Incur Debt 1/1/04
Effect Plan 11/9/16
Receive Tax Inc 11/9/26
DOLLAR LIMITS
Bond $80,000,000
Tax Increment $265,000,000
+ HSC Sec. 33401 & 33401 L/'M

* Health & Safety Code (HSC) 33401 provides for pass through payments to affected taxing
entities. These payments and the portion of Low/Mod Housing Set-aside associated with the
pass through amounts are not included in the Tax Increment limit.

As of June 30, 1997, the Agency’s financial statements indicate that the Casa Blanca Project
Area has collected $19.7 million in tax increment revenue, which is approximately $245.3
million below the Casa Blanca Redevelopment Plan limit.

V. TOP TEN TAXPAYERS

Utilizing the County's 1997-98 Secured Assessment Roll, the top ten largest taxpayers within the
Project Area have been identified. Table C lists the ten largest property taxpayers in the Project
Area.

The top ten taxpayers in the Casa Blanca Project Area account for $53,126,683, or 35.4%, of the
1997-98 total secured net assessed value of $150,250,656, and 32.3% of the incremental assessed
valuation (secured and unsecured) of $164,619,332.

Rosenow Spevacek Group, Inc. Riverside Redevelopment Agency
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VI. ASSESSMENT APPEALS

In conjunction with the preparation of tax increment revenue projections, information on
assessment appeals involving properties has been obtained. The assessment appeal database for
the County of Riverside, as of June 1998, was provided by the Agency and was analyzed to
identify assessment appeals within the boundary of the Project Area. The appeal database
contains information on appeals from 1994 through 1997. Information related to 1998 appeals is

not yet available.

Review of the secured roll property assessment appeals for the Project Area shows that all 1994
and 1995 appeals have been resolved. There are 16 outstanding appeals filed in 1996 and 1997.
The total requested decrease in value associated with these outstanding appeals totals $13

million.

Total Appeals on File *
Withdrawn/Late/Denied
Appeals Stipulated/Reduced
Appeals Pending

Resolved Appeals Summary

Total AV of Appeals Not Pending
Applicant Opinion

Requested Reduction

% Reduction Requested

Reduction Granted
% Reduction Granted

Pending Appeals Summary

Total AV

Applicant Opinion
Requested Reduction
% Reduction Requested

CASA BLANCA PROJECT AREA
SECURED ROLL ASSESSMENT APPEAL SUMMARY
1994-95 TO 1997-98 (August 1998)
1994 1995 1996 1997
17 15 23 16
5 8 10 2
12 7 11 0
0 0 2 14
$23,399,878 $14,123,835 $14,357,786  $209.673
$13572.812 $9.711.745 $6.385.604  $116.129
$9,827,066  $4,412,090 $7,972,182  $93.544
42% 31% 56% 45%
$1,982,958  $2,030,947  $172,855 .
8% 14% 1% .
- - $5,521,782  $11,401,304
- ; $1.568.945  $2.173.273
- - $3,952,837  $9,228,031
- ; 72% 81%

* Duplicate appeals for same parcel in same year have been eliminated.

Rosenow Spevacek Group, Inc.
March 12, 1999

Riverside Redevelopment Agency
Fiscal Consultant’s Report, 1999 Bonds
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Although the outcome of the pending appeals cannot be accurately projected, the tax increment
projections have been decreased to make some accommodation for outstanding appeals. Because
historically there has been little relationship between the level of reduction sought and that
granted, and the assessed value associated with outstanding appeals is lower than it has been in
three years, the projections assume a 10% reduction in assessed value for all parcels subject to an

appeal. The effect of 2 10% reduction in pending appeal assessed values is as follows:

EFFECT OF POTENTIAL 10% REDUCTION
IN PENDING APPEAL ASSESSED VALUES

Casa Blanca
Project Area

Roll Value * $16,923,086
Requested Reduction $13,180,868
% Requested Reduction 78%

10% of Roll Value $1,692,309
Value after 10% Reduction $15,230,777

* Duplicate appeals for same parcel in same year have been eliminated.

Rosenow Spevacek Group, Inc. Riverside Redevelopment Agency
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Redevelopment Agency of the City
of Riverside

3900 Main Street

Riverside, California 92522-0111

Opinion of Bond Counsel

$20,395,000
Redevelopment Agency of the City
of Riverside
Tax Allocation Bonds, 1999 Series A
(Casa Blanca Redevelopment Project)

Members of the Agency:

We have examined the law and original documents or
copies certified or otherwise identified to our satisfaction of
proceedings taken in connection with the issuance of the
above-referenced bonds (the "Bonds") of the Redevelopment Agency
of the City of Riverside (the "Agency"). We have also examined
supplemental documents furnished to us and have obtained such
certificates and documents from public officials and others as we
have deemed necessary for the purpose of this opinion.

As to questions of fact material to our opinion we have
relied upon such certificates and documents without undertaking
Lo verify the same by independent investigation. The Bonds are
issued under and pursuant to Part 1 of Division 24 of the
California Health and Safety Code and pursuant to an Indenture
dated as of April 1, 1999, by and between the Agency and U.S.
Bank Trust National Association as Trustee (the "Indenture").
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From such examination, we are of the opinion that
under existing law:

1. The Bonds are valid and binding special obligations
of the Agency, payable solely from Tax Revenues (as defined in
the Indenture) and certain other funds as provided in the
Indenture.

2. Interest on the Bonds is exempt from State of
California personal income taxes.

3. Assuming compliance with the covenants described
below, interest on the Bonds is excluded from gross income for
Federal income tax purposes. The Bonds are not n"gpecified
private activity bonds" within the meaning of Section 57(a) (5) of
the Internal Revenue Code of 1986, as amended (the "Code") and,
therefore, the interest on the Bonds will not be treated as a
preference item for purposes of computing the altermative minimum
tax imposed by Section 55 of the Code. However, we note a
portion of the interest on Bonds owned by corporations may be
subject to the Federal alternative minimum tax, which is based in
part on adjusted current earnings.

TIf the stated redemption price at maturity of a Bond 1is
greater than the issue price of such Bond (the first price at
which a substantial amount of the Bonds of a maturity are to be
sold to the public), the difference constitutes original issue
discount. Original issue discount accrues under a constant yield
method, and original issue discount will accrue to a Bondowner
before receipt of cash attributable to such excludable income.
The amount of original issue discount deemed received by a
Bondowner will increase the Bondowner'’'s basis in the applicable
Bond. Original issue discount that accrues to the Bondowner is
excluded from the gross income of such owner for Federal income
tax purposes, is not an item of tax preference for purposes of
the Federal alternative minimum tax imposed on individuals and
corporations (as described in paragraph 3 above), and is exempt
from State of California personal income taxes.

If the issue price of a Bond (the first price at which
a substantial amount of the Bonds of a maturity are to be sold to
the public) is greater than the stated redemption price at
maturity of such Bond, the difference constitutes original issue
premium, which is not deductible from gross income for Federal
income tax purposes. The amount of amortizable Bond premium for
a taxable year is determined actuarially on a constant interest
rate basis over the term of each such Bond or, in the case of a
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callable Bond, on a more accelerated basis. For purposes of
determining gain or loss on the sale or other disposition of such
Bond, an initial purchaser who acquires such obligation in the
initial offering to the public at the initial offering price is
required to decrease such purchaser’s adjusted basis in such Bond
annually by the amount of amortizable Bond premium for the
taxable year.

The Code sets forth certain requirements which must be
met subsequent to the issuance of the Bonds for interest thereon
to be and remain excluded from gross income for Federal income
tax purposes. Noncompliance with such requirements could cause
the interest on the Bonds to be included in gross income
retroactive to the date of issue of the Bonds. The Agency has
covenanted in the Indenture to satisfy, or take such actions as
may be necessary to cause to be satisfied, each provision of the
Code necessary to maintain the exclusion of the interest on the
Bonds from gross income for Federal income tax purposes pursuant
to Section 103 (a) of the Code.

Certain requirements and procedures contained or
referred to in the Indenture may be changed and certain actions
may be taken or omitted under the circumstances and subject to
the terms and conditions set forth therein, upon the advice or
with the approving opinion of nationally recognized bond counsel,
and no opinion is expressed herein as to any Bond or the interest
thereon if any such change occurs or action is taken or omitted
upon the advice or approval of any counsel other than ourselves.

Except as stated in the foregoing paragraphs numbered 2
and 3 and the three paragraphs immediately following paragraph 3,
we express no opinion as to any Federal or state tax consequences
of the ownership or disposition of the Bonds.

The opinions expressed herein are based on an analysis
of existing law and cover certain matters not directly addressed
thereby. Such opinions may be affected by actions taken or
omitted or events occurring after the date hereof, and we have
not undertaken to determine, or to inform ‘any person, whether any
such actions or events are taken or do occur. We have assumed
the genuineness of all documents and signatures presented to us.
We have not undertaken to verify independently, and have assumed,
the accuracy of the factual matters represented, warranted or
certified in such documents. Furthermore, we have assumed
compliance with all agreements and covenants contained in the
Indenture.



RICHARDS, WATSON & GERSHON

Redevelopment Agency of the City
of Riverside

April 14, 1999

Page 4

In addition, we call attention to the fact that the
rights of the registered owners of the Bonds and the
enforceability of such rights may be subject to bankruptcy,
insolvency, reorganization, moratorium and other similar laws
affecting creditors’ rights heretofore or hereafter enacted and
enforcement may also be subject to the exercise of judicial
discretion in appropriate cases.

Respectfully submitted,

WKK:syc
1113977
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Ambac Assurance Corporation

Am b ac ¢/o CT Corporation Systems
44 East Mifflin Screet, Madison, Wisconsin 53703

Administrative Office:

Municipal Bond Insurance Policy ey o, York. New York 10004

Issuer: Policy Number:

Bonds: Premium:

Ambac Assurance Corporation (Ambac) A Wisconsin Stock Insurance Company

in consideration of the payment of the premium and subject to the terms of this Policy. hereby agrees to pay to United States Trust Company
of New York, as trustee. or its successor (the “Insurance Trustee™), for the benefit of Bondholders, that portion of the pringial of and inrerest
on the above-described debr obligations (the "Bonds™) which shall become Due for Payment but shall be unpaid by reaso§ of Nonpayment by
the Issuer.

Ambac will make such payments to the Insurance Trustee within one (1) business day following notification tq

a Bondholder's presentation and surrender to the Insurance Trustee of such unpaid Bonds or appurtenan \n bearer
form and free of any adverse claim, the Insurance Trustee will disburse to the Bondholder the face ame ipN®ed interest Which is
then Due for Payment bur is unpaid. Upon such disbursement, Ambac shall become the owner - s.ouppfts and
shall be fully subrogated to all of the Bondholder's right to payment.

In cases where the Bonds are issuable only in a form whereby principal is pavable to regatye _ X Bs. the Insurance
Trustee shall disburse principal to a2 Bondholder as aforesaid only upon presentation and ! the unpaid Bond,
uncanceled and free of any adverse claim, together with an instrument of assignme; surance Trustee, duly
executed by the Bondholder or such Bondholder's duly authorized representar Bond to be registered in
the name of Ambac or its nominee. In cases where the Bonds are issuable g >

or their assigns, the Insurance Trustee shall disburse interest to a Bond foai : ation to the Insurance Trustee of
¢ R [ivkr Yo thh Insurance Trustee of an instcrument of
assignment. in form sarisfactory to the Insurance Trustee, duly exdured 0t BorldhoMer or such Bondholder's duly authorized
representative, transferring to Ambac all rights under sug i W espect of which the insurance disbursement was
made. Ambac shall be subrogated to all the Bondhold RentRn régisteded Bdnds to the extent of the insurance disbursements
50 made.
In the event the trustee or paying agent for thgBondf ha i f en)of principal of or interest on a Bond which has become Due
for Payment and which is made to a Boge
theretofore recovered from its registeregwne
of a court of compertent jurisdictioge€uch
funds are not otherwise available.

hees Bankruptey Code in accordance with a final, nonappealable order
iped to payment from Ambac to the excent of such recovery if sufficient

other than the Issuer who. at the time of Nonpayment. is the owner of a Bond or of
Aue Pr Paymenc”, when referring to the principal of bonds. is when the stated marurity
#o0 of a required sinking fund installment has been reached and does nor refer to any
Pcall for redemption (other chan by application of required sinking fund installments),
W, 4nd. when referring to interest on the Bonds. is when the stated date for payment of interest
nas begl reaghed PAs Wsed hesfin, "Nonpayment” means the failure of the Issuer to have provided sufficient funds to the paying agent for

As used herein, the term
a coupon appertaining,

paymgnt A f : 1paNof and intesest on the Bonds which are Due for Payment.
This y premium on this Policy is not refundable for any reason, including payment of the Bonds prior to maturity.
This t loss of any prepayment or other acceleration payment which at any time may become due in respect of any

Bond. other than at ghe ghle option of Ambac, nor against any risk other than Nonpayment.

ac has caused this Policy to be affixed wich a facsimile of its corporate seal and 1o be signed by its duly authorized
0 become effective as its original seal and signacures and binding upon Ambac by virtue of the countersignature of its duly

authorized representative.

Secretary

President

Effective Dare: Authorized Representative

UNITED STATES TRUST COMPANY OF NEW YORK acknowledges that it / /' N
has agreed to perform the dunies of Insurance Truscee under this Policy. 1 W

Form No. 660005 (7 4™ A- Authorized Officer



Ambac Assurance Corporation
ac c¢/o CT Corporation Systems
44 East Mifflin Street, Madison, Wisconsin 53703
Administrative Office:

One State Street Plaza, New York, New York 10004
Endorsement Telephone: (212) 6680340

Policy for: Attached to and forming part of Policy No.:

Effective Date of Endorse,

) any claims arising
Insurance Guaranty

In the event that Ambac Assurance Corporatio
under the Policy would be excluded from covera
Association, established pursuant to thg

. RN .
President N edscontle o Secretary

Authorized Representative

Form No.: 2B-0015 (7/97)



Appendix G

FORM OF CONTINUING DISCLOSURE CERTIFICATE
CONTINUING DISCLOSURE CERTIFICATE

(CASA BLANCA REDEVELOPMENT PROJECT)

THIS CONTINUING DISCLOSURE CERTIFICATE (the “Disclosure Certificate™) is executed and
delivered by the REDEVELOPMENT AGENCY OF THE CITY OF RIVERSIDE (the “Issuer” or “Agency”)
an entity duly created, established and authorized to transact business and exercise its powers under and
pursuant to the Constitution and laws of the State of California in connection with the issuance of $20,395,000
aggregate principal amount Redevelopment Agency of the City of Riverside Tax Allocation Bonds 1999 Series
A (Casa Blanca Redevelopment Project) (the “Bonds™). The Bonds are being issued pursuant to an Indenture
dated as of April 1, 1999, between the Issuer and U.S. Bank Trust National Association, as trustee (the
“Indenture™).

The Issuer hereby covenants and agrees as follows:

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed and
delivered by the Issuer, for the benefit of the holders and beneficial. owners of the Bonds and in order to assist
the Participating Underwriters (as defined herein) in complying with S.E.C. Rule 15¢2-12(b)(5).

Section 2. Definitions. In addition to the definitions set forth in the Indenture, which apply to any
capitalized term used in this Disclosure Certificate unless otherwise defined in this Section, the following
capitalized terms shall have the following meanings:

“Annual Report” shall mean any Annual Report provided by the Issuer pursuant to, and as described
in, Sections 3 and 4 of this Disclosure Certificate.

“Disclosure Representative™ shall mean the Executive Director of the Issuer or his or her designee, or
such other officer or employee as the Issuer shall designate in writing to the Trustee from time to time.

“Dissemination Agent” shall mean the Redevelopment Agency of the City of Riverside any successor
Dissemination Agent designated in writing by the Issuer and which has filed with the Dissemination Agent and
the Trustee a written acceptance of such designation.

“Listed Events™ shall mean any of the events listed in Section 5(a) of this Disclosure Certificate.

“National Repositoryv” shall mean any Nationally Recognized Municipal Securities Repository for

purposes of the Rule. Information on the National Repositories as of a particular date is available at
www.sec.gov/consumer/nrmsir.htm.

“Participating Underwriters” shall mean Stone & Youngberg LLC .
“Repository” shall mean each National Repository and each State Repository.

“Rule” shall mean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission under the
Securities Exchange Act of 1934, as the same may be amended from time to time.



“State Repositorv” shall mean any public or private repository or entity designated by the State as a
state repository for the purpose of the Rule and recognized as such by the Securities Exchange Commission.
As of the date of this Certificate, there is no State Repository.

Section 3. Provision of Annual Reports.

(@) The Dissemination Agent shall not later than April 1 of each year, commencing April 1, 2000,
provide to each Repository an Annual Report which is consistent with the requirements of Section 4 of this
Disclosure Certificate; provided that the audited financial statements of the Issuer may be submitted separately
from and later than the balance of the Annual Report if they are not available by the date required above for
the filing of the Annual Report. Not later than five (5) Business Days prior to said date, the Issuer shall
provide the Annual Report to the Dissemination Agent, Stone & Youngberg LLC Research Department and
the Trustee (if the Trustee is not the Dissemination Agent). In each case, the Annual Report may be submitted
as a single document or as separate documents comprising a package, and may cross-reference other
information as provided in Section 4 of this Disclosure Certificate.

(b) If the Issuer is unable to provide to the Repositories an Annual Report by the date required
in subsection (a), the Issuer shall send a notice to the Municipal Securities Rulemaking Board in substantially
the form attached as Exhibit A.

(c) The Dissemination Agent shall:

(1) determine each year prior to the date for providing the Annual Report the
name and address of each National Repository and each State Repository, if any; and

(1) if the Dissemination Agent is other than the Issuer, file a report with the Issuer
certifying that the Annual Report has been provided pursuant to this Disclosure Certificate, stating that
the date it was provided and listing all the Repositories to which it was provided.

Section 4. Content of Annual Reports. The Annual Report shall contain or incorporate by reference
the following;

(@) Audited Financial Statements of the Agency prepared in accordance with generally accepted
accounting principles as promulgated to apply to governmental entities from time to time by the Governmental
Accounting Standards Board.

(b) Principal amount of Bonds outstanding.

() The Reserve Requirement and the balance in each of the Reserve Account and the Debt Service
Fund under the Indenture.

(d) Description of issuance by the Issuer of any debt of the Project Area in the current Fiscal Year
(including details as to date, amount, term, rating, insurance).

(e) Current information with respect to the tables set forth in the Official Statement relating to
the Bonds regarding coverage ratio for the current year, top ten taxpayers and Assessment Appeals including
the effect of debt issued pursuant to (d) above on such tables.

63) Statement of assessed value for the Project Area as reported by the County of Riverside.

(e Balances of amounts deposited in the Housing Fund and the Redevelopment Fund.

G-2



(h) Any claim or litigation arising out of any disposition and development agreement or owner
participation agreement of the Agency within the Project Area.

Any or all of the items listed above may be incorporated by reference from other documents, including
official statements of debt issues of the Issuer or related public entities, which have been submitted to each of
the Repositories or the Securities and Exchange Commission. If the document incorporated by reference is a
final official statement, it must be available from the Municipal Securities Rulemaking Board. The Issuer shall
clearly identify each such other document so incorporated by reference.

Section 5. Reporting of Significant Events.

(@) This Section 5 shall govern the giving of notices of the occurrence of any of the following
events:

1. Delinquency in payment when due of any principal of or interest on the Bonds.

2. Occurrence of any Event of Default under and as defined in the trust Agreement (other
than as described in clause (1) above).

3. Amendment to the Indenture or this Disclosure Certificate modifying the rights of the
holders of the Bonds.

4. Giving of a notice of optional or unscheduled redemption or any Bonds.

5. Defeasance of the Bonds or any portion thereof.

6. Any chénge in the rating, if any, on the Bonds.

7. Adverse tax opinions or events affecting the tax-exempt status of the Bonds.

8. Any unscheduled draw on either Reserve Account reflecting financial difficulties.

9. Any unscheduled draws on any credit enhancement reflecting financial difficulties.

10. Any change or substitution in the provider of any credit enhancement, or any failure
by the credit enhancer to perform on the credit enhancement.

11. The release, substitution or sale of property securing repayment of the Bonds
(including property leased, mortgaged or pledged as such securty).

®) Whenever the Issuer obtains knowledge of the occurrence of a Listed Event, whether because
of a notice from the Dissemination Agent pursuant to subsection (b) or otherwise, the Issuer shall as soon as
possible determine if such event would constitute material information for holders of the Bonds under
applicable Federal securities laws.

(c) If the Issuer determines that knowledge of the occurrence of a Listed Event would be material
under applicable Federal securities law, the Issuer shall promptly file 2 notice of such occurrence with the
Municipal Securities Rulemaking Board and each State Repository.

Section 6. Termination of Reporting Obligation. The Issuer's obligations under this Disclosure

Certificate shall terminate upon the defeasance, prior redemption or payment in full of all of the Bonds.
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Section 7. Dissemination Agent. The Issuer may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out their obligations under this Disclosure Certificate, and may
discharge any such Dissemination Agent, with or without appointing a successor Dissemination Agent.

Section 8. Amendment; Wavier. Notwithstanding any other provisions of this Disclosure Certificate,
the Issuer may amend this Disclosure Certificate, and any provision of this Disclosure Certificate may be
waived, provided that the following conditions are satisfied:

(a) the amendment or waiver, if it relates to annual or event information to be provided, is made in
connection with a change in circumstances that arises from a change in legal requirements, change in law, or
change in the identity, nature, or status of the Issuer, or type of business conducted;

(b) the undertakings herein, as proposed to be amended or waived, would, in the opinion of nationally
recognized bond counsel, have complied with the requirements of the Rule at the time of the primarily offering
of the Bonds, after taking into account any amendments or interpretations of the Rule, as well as any change
in circumstances; and

(c) the proposed amendment or waiver () is approved by holders of the Bonds in the manner provided
in the Indenture for amendments to the Indenture with the consent of holders, or (ii) does not, in the opinion of
nationally recognized bond counsel, material impair the interest of holders.

Section 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to prevent
the Issuer from disseminating any other information, using the means of dissemination set forth in this
Disclosure Certificate or any other means of communication, or including any other information in any Annual
Report or notice of occurrence of a Listed Event, in addition to that which is required by this Disclosure
Certificate. If the Issuer chooses to include any information in any Annual Report or notice of occurrence of
a Listed Event in addition to that which is specifically required by this Disclosure Certificate the Issuer shall
have no obligation under this Agreement to update such information or include it in any future Annual Report
or notice of occurrence of a Listed Event.

Section 10. Default. In the event of a failure of the Issuer or to comply with any provision of this
Disclosure Certificate, any beneficial owner may take such actions as may be necessary and appropriate,
including seeking mandate or specific performance by court order, to cause the Issuer to comply with their
obligations under this Disclosure Certificate. A default under this Disclosure Certificate shall not be deemed
a default under the Indenture and the sole remedy under this Disclosure Certificate in the event of any failure
of the Issuer to comply with this Disclosure Certificate shall be an action to compel performance.

Section 11. Duties. Immunities and Liabilities of Trustee and Dissemination Agent. The
Dissemination Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and
the Issuer agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and agents,
harmless against any loss, expense and liabilities which it may incur arising out of or in the exercise or
performance of its powers and duties hereunder, including the costs and expenses (including attorneys fees)
of defending against any claim of liability, but excluding liabilities due t the Dissemnination Agent’s negligence
or willful misconduct. The obligations of the Issuer under this Section shall survive resignation or removal of
the Dissemination Agent and payment of the Bonds.
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Section 13. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the Issuer,

the Dissemination Agent, the Participating Underwriter and beneficial owners from time to time of the Bonds,
and shall create no rights in any other person or entity.

Date: [TO COME] REDEVELOPMENT AGENCY OF THE CITY OF RIVERSIDE

By:

7

Executive Director
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Appendix H
BOOK-ENTRY ONLY SYSTEM

Book-Entry Only System

DTC will act as securities depository for the Bonds. The ownership of one fully registered Bond
for each maturity as set forth on the cover page hereof, each in the aggregate principal amount of such
maturity, will be registered in the name of Cede & Co., as nominee for DTC. DTC is a limited purpose
trust company organized under the New York Banking Law, a "banking organization" within the meaning
of the New York Banking Law, a member of the Federal Reserve System, a "clearing corporation” within
the meaning of the New York Uniform Commercial Code, and a "clearing agency" registered pursuant to
the provisions of Section 17A of the Securities Exchange Act of 1934, as amended. DTC was created to
hold securities of its participating organizations (the "DTC Participants") and to facilitate the clearance and
settlement of securities transactions between DTC Participants through electronic book-entry changes in
the accounts of DTC Participants, thereby eliminating the need for physical movement of certificates.
DTC Participants include securities brokers and dealers (including the Underwriter), banks, trust
companies, clearing corporations and certain other organizations, some of which (and/or their representa-
tives) own DTC. Indirect access to the DTC system is also available to others such as banks, brokers,
dealers and trust companies that clear through or maintain a custodial relationship with a DTC Participant,
either directly or indirectly.

Purchases of Bonds under the DTC system must be made by or through DTC Participants, which
will receive a credit balance in the records of DTC. The ownership interest of each actual purchaser of
each Bond (the "Beneficial Owner") will be recorded through the records of the DTC Participant. Each
Beneficial Owner will receive a written confirmation of purchase providing details of the Bond acquired.
Transfers of ownership interests in the Bonds will be accomplished by book entries made by DTC and,
in turn, by the DTC Participants who act on behalf of the Beneficial Owners. Beneficial Owners will not
receive certificates representing their ownership interest in the Bonds, except in the event that use of the
book-entry system is discontinued.

Beneficial Owners that are not DTC Participants or indirect participants but desire to purchase,
sell or otherwise transfer ownership of, or other interests in, Bonds may do so only through DTC
Participants or indirect participants. So long as Cede & Co. is the registered owner of the Bonds, as
nominee of DTC, references herein to the Bondowners, the owners or registered owners of the Bonds shall
mean Cede & Co. (which shall be the registered owner of the Bonds as shown on the registration books
of the Trustee) and shall not mean the Beneficial Owners of the Bonds. See "RISK FACTORS -
Book-Entry System."

The Agency and the Trustee will recognize DTC or its nominee as the Bondowner for all purposes,
including notices and voting. Conveyance of notices and other communications by DTC to DTC
Participants and by DTC Participants to Beneficial Owners will be governed by arrangements among them,
subject to any statutory and regulatory requirements as may be in effect from time to time. Neither the
Agency nor the Trustee will assume any responsibility or obligation with respect to the payments to or the
providing of notice for DTC Participants or the Beneficial Owners. Neither the Agency nor the Trustee
is responsible or liable for sending transaction statements to the Beneficial Owners or for maintaining,
supervising or reviewing such records.

Principal of and interest payments on the Bonds will be made to DTC or its nominee, Cede & Co.,
as registered owner of the Bonds. Upon receipt of any such payments, DTC's current practice is to
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immediately credit the accounts of the DTC Participants in accordance with their respective holdings
shown on the records of DTC. However, Beneficial Owners may experience some delay in their receipt
of payments, since such payments will be forwarded by the Trustee to Cede & Co., as nominee for DTC.
DTC will then forward such payments to the DTC Participants, which thereafter will forward them to
indirect participants or Beneficial Owners. See "RISK FACTORS - Book-Entry System." Payments by
DTC Participants to indirect participants and Beneficial Owners will be governed by standing instructions
and customary practices, as is now the case with municipal securities held for the accounts of customers
in bearer form or registered in "street name," and will be the responsibility of such DTC Participant and
not of DTC or the Agency, subject to any statutory and regulatory requirements as may be in effect from
time to time.

Procedure in the Event of Revision or Termination of Book-Entry Only System; Replacement Bonds

The book-entry system with DTC shall be discontinued if (a) DTC determines not to continue to
act as securities depository for the Bonds; or (b) the Agency has advised DTC that it does not wish DTC
to continue as securities depository. If the Agency replaces DTC with another qualified securities
depository, a fully registered Bond for each maturity, registered in the name of the successor, shall be
prepared, consistent with the Indenture. If the Agency fails to locate another qualified securities
depository to replace DTC, the Agency shall execute and the Trustee shall authenticate and deliver fully
registered Bonds (the "Replacement Bonds") to the Beneficial Owners of the Bonds.

Interest on the Bonds represented by Replacement Bonds shall be payable by check mailed by
first-class mail, postage prepaid, to each owner of such Replacement Bond at the address of such owner
as it appears at the close of business on the relevant Record Date in the bond register maintained by the
Trustee. The principal of the Bonds represented by Replacement Bonds shall be payable upon presentation
of such Bonds at the office of the Trustee in Los Angeles, California. Bonds represented by Replacement
Bonds will be transferable only by presentation and surrender to the Trustee in Los Angeles, California,
together with an assignment duly executed by the owner of the Replacement Bonds or by his representative
in form satisfactory to the Trustee and containing information required by the Trustee in order to effect
such transfer. See "Transfer and Exchange of Bonds" below.

DTC Practices

The Agency can make no assurances that DTC Participants or other nominees of the Beneficial
Owners will distribute notices received as the registered owner of the Bonds, including redemption notices,
to the Beneficial Owners, or that they will do so on a timely basis, or that DTC will act in a manner
described in this Official Statement. The Agency understands that the rules applicable to DTC are on file
with the Securities and Exchange Commission, and the procedures of DTC to be followed in dealing with
DTC Participants are on file with DTC.
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